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LOCALITY MAP AND STATISTICS 





HOUSE HOLDS 


Wards 

Formal 

Informal 

Traditional 

Backyard 

Other 

Institution 

Total 

1 

2,416 

78 

753 

150 

4 

1,841 

5,242 

2 

1,118 

120 

88 

59 

13 

258 

1,655 

3 

548 

36 

1,586 

9 

7 

31 

2,217 

4 

953 

35 

1,114 

150 

9 

200 

2,460 

5 

820 

16 

871 

91 

1 

8 

1,807 

6 

490 

13 

1,227 

23 

3 

13 

1,767 

7 

1,740 

144 

193 

113 

33 

525 

2,748 

8 

1,430 

35 

1,246 

63 

3 

203 

2,980 

9 

354 

594 

786 

119 

1 

12 

1,866 

10 

1,143 

62 

1,197 

194 

1 

378 

2,975 

11 

320 

26 

975 

256 

2 

26 

1,605 

Total 

11,331 

1,159 

10,036 

1228 

77 

3,493 

27,324 


4 




Chapter 1 

Introduction And Overview 

Submission and tabling of the Annual Report for the 2008/2009 financial year 

This annual report has been prepared in terms of Chapter 12, seetion 127 of the Loeal Govemment 
Munieipal Finanee Management Aet no. 56 of 2003, as amended, for submission and approval by the 
Couneil. 

Legislative mandate 

The primary legislative mandate of the munieipality is determined by Chapter 7, seetion 151 (2) of the 
eonstitution of the Republie of South Afriea, whieh states that:- 

The munieipality must strive within its administrative and finaneial eapaeity to meet its loeal 
govemment objeetives of; 

■4- Providing demoeratie and aeeountable govemment for loeal eommunities, 

4- Ensuring sustainable provision of serviees to eommunities, 

■4- Promoting a safe and healthy environment and, 

4 - Eneouraging eommunities to beeome involved in loeal govemment matters. 

The eonstitution also requires munieipalities to stmeture and manage their administrations, budgeting 
and planning proeesses in sueh a manner as to; 

4 - Prioritize the basie needs of the eommunities, 

4 - Promote the soeial and eeonomie development and 
4 - Partieipate in national and provineial development programmes. 

These eonstitutional mandates are also re-enforeed by seetion 73 (1) of the Loeal Government: 
Munieipal Systems Aet no. 117 of 1998, as amended. 

The eonstitution is fiirther supported by the following Aets whieh were ereated solely for the benefit of 
and fiirtheranee of the munieipality’s eonstitutional mandate; 

4 Munieipal Stmetures Aet No. 1 17 of 1998, 

'4- Munieipal Systems Aet No. 32 of 2000, 

4 Munieipal Finanee Management Aet No. 56 2003, 

^ Munieipal Property Rates Aet No. 6 of 2004, 

4 Development Faeilitation Aet 
4 - Division of Revenue Aet 


Acronyms 


AG 

CFO 

DFA 

EXCO 

GM 

IDP 

IGR 


Auditor General 
Chief Financial Officer 
Development Facilitation Act 
Executive Committee 
General Manager 
Integrated Development Plan 
Inter Governmental Relations 
Management Committee 
Municipal Finance 


Implementation Plan 
PMS 


MM 

MLB 

SCM 

SDBIP 


Performance Management 
System 

Workplace Skills Plan 


Municipal Manager 
Motor Licensing Bureau 
Supply Chain Management 
Service Delivery Budget 


MANCO 

MFMA 

Management Act 


WSP 
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FOREWORD BY THE MAYOR 





Mr Speaker, Members of EXCO, Members of Council, Officials, Ladies and Gentlemen. 

It is a great pleasure to present the Annual Report for the 2008/09 financial year. This 
document provides the public and govemment with an opportunity to measure the efficacy and 
compliance levels of the Municipality. Please take advantage of the two months reserved for 
public comments on the substance and spirit of the report. 

At the onset, I must concede that a lot still needs to be done to improve the lives of the 
majority of the people of uMshwathi, and on the general functioning of the Municipality. 

However, by all accounts, members of Council will agree that the Municipality has done fairly 
well in terms of addressing the basic service delivery backlogs. This is despite the very limited 
financial and human resources at our disposal. Of course, the current world economic down 
tum has certainly complicated the situation. 

During the financial year in question, Council adopted the Performance Management system 
which is required for performance measurement. We also held successful HIV/AIDS and 
Safety and Security summits which were important milestones for the fight against the 
challenges of HIV/AIDS and crime respectively. 

In addition to these achievements, the Municipality received an unqualified audit report. This 
report is stark testimony of the resolve of Council to improve financial and general 
management of the municipality. 

The manner in which the National and Provincial Elections were mn in the Municipality is an 
indication of the state of maturity of democracy in our municipality. 

AIl this good work can be attributed to the outstanding work relations amongst councillors 
representing the different political parties, the commitment of officials in the employ of the 
municipality, and all the other partners. Let us continue to hold hands in the interest of a better 
life for the people of uMshwathi. 

It is our firm belief that the oncoming Eifa World Cup Soccer Tournament and the general 
improvement in the global economy will yield positive results for the Municipality, even if 
only indirectly. 

Mr Speaker, it is a privilege and honour to submit the Annual Report for 2008/2009 of 
uMshwathi Municipality. 


Cllr. B.M. Gwala 
Mayor 
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FOREWORD BY THE MUNICIPAL MANAGER 



The Year under review, 2008 / 2009, has indeed been a year of accelerated service delivery 
during which the municipality and its stakeholders worked tirelessly together in a bid to ensure 
that the municipality moves faster in meeting its legislative mandate of service delivery to its 
residents. The limited successes that were achieved with regards to service delivery, were 
achieved in spite of huge fmancial challenges which were exacerbated by the global economic 
meltdown. 

All the achievements that are reflected in this annual report cannot be seen in isolation of the 
collaborative effort of all the stakeholders whose efforts need to be acknowledged and 
appreciated. 

In this regard, the organic leadership and support provided by His Worship, the Mayor, 
Councillor B M Gwala and his Executive Committee (Councillors S S Zondi (Deputy Mayor), 
M J Mkhize and T I Gabela) and the Speaker, Councillor G S Maseko, and his Council is to be 
commended. The contributions made by the people of this municipality during the Ward- 
based IDP and Budget hearings as well as contributions made by all the Ratepayers 
Associations and the uMshwathi Agricultural Union, have indeed been pivotal in guiding the 
municipality in taking some decisions. 

It is indeed incumbent upon the municipality to improve and strengthen engagement processes 
with all its stakeholders and the foundations in this regard have been laid. In this regard, 
whereas Ward Councillors will continue convening regular meetings of Ward committees as 
well as community meetings in general in all the wards, focused regular meetings with 
Ratepayers Associations and the Agricultural Union which became the hallmark of the 
municipality’s engagement with these stakeholders, will be enhanced and strengthened to 
ensure all the valuable inputs received continue to enrich the municipality’s business processes. 


Management and staff at all levels need to be commended for their contribution in assisting the 
municipality deliver services and for working tirelessly under very difficult circumstances at 
times. The Unions, both SAMWU and IMATU must also be singled out for their positive 
contribution in realizing the objectives of the municipality. 

During the year under review and as a result of persistent requests ffom communities during 
the IDP and Budget hearings, the municipality took a bold step, after failing to secure positive 
responses from the Department of Minerals and Energy and ESKOM, to implement 
electrification projects in Thokozani, Gqugquma and some parts of Swayimana. These projects 
were to be funded by the municipality itself and a loan had to be applied for. Unfortunately, 
after the Thokozani project was started, it became apparent that the approval for the loan 
application was seriously delayed and is currently a subject of further discussions with the 
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Development Bank of Southern Africa (DBSA), First National Bank (FNB) and the 
Department of Minerals and Energy (DME). It is therefore clear that these projects will have to 
be implemented over the next financial year or two. 

Two major projects which were implemented during the year under review were D75 which 
was constructed at cost of R9, 7 million and Mbeka road which was constructed at a cost of 
R2,5 million and others. 

Erom the foregoing, it is evident that despite limited finances at the disposal of this 
municipality, a lot has been done to accelerate service delivery and this is to be continued in 
the following financial years. 


M.V Cebekhulu 
Municipal Manager 
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Overview of the Municipality 

SPATIAL LOCATION AND DEMOGRAPHICS 

uMshwathi is one of seven loeal municipalities within uMgungundlovu District and is ideally 
situated adjacent to Pietermaritzburg the Capital City of KwaZulu-Natal Province. uMshwathi 
Municipality covers a ground area of about 1 811 square kilometres with a total population of 
113,054 residing in 27324 households as detailed in table 1 above (source Stats SA 2006 
community survey). The municipality is the second largest in the district in terms of the 
population after Msunduzi Municipality. 

The jurisdiction area of the municipality comprises of eleven Wards which are predominantly 
located in agricultural landscape used mostly for growing timber and sugar-cane. The balance 
of the area is used for rural-residential settlements with three semi-urban economic hubs, 
namely, Dalton, New Hanover and Wartburg. 

EDUCATIONAL LEVELS AND EMPLOYMENT STATUS 

A major proportion of the population of uMshwathi Municipality aged above 20 years has 
absolutely no schooling. This accounts for 29.2 percent of out of a total of 55 993. This is 
compounded by the fact that 27. 9 percent has only attained primary education. What this 
reveals is that literacy levels of the population are low and require strategic intervention in 
future. The other worrying point is that only 3.2 percent has attained a level of education above 
standard 10 or Grade 12. This has serious implications in terms of the overall skills profile of 
the area. (Statistics S.A. Community Survey 2006). 

Of the total of 35 530 economically active segments of the population, 43, 7 percent were 
classified as unemployed. This is a serious social challenge when consideration is taken of the 
reality that 66, 6 percent of households were said to eam between 0 - R800 per month and 
therefore, considered poor as they were living below poverty datum line. 

Stats SA Community Survey (2006) also revealed that of the total of 35 530 economically 
active population 43.7% were classified as unemployed. The levels of education have been 
determined as low reflecting limited access to employment opportunities. This correlates with 
the low wages in the agricultural sector. The agricultural sector is the main employer in the 
municipality employing 55% of the economically active population. As of March 2006 the 
minimum wage in the agricultural sector was R885.00. Low incomes, insecure jobs, high 
dependency ratios and unemployment rates mean that many people in need of housing in 
uMshwathi depend largely on the housing subsidy to meet their housing needs. 


9 



The seven strategic priorities of our municipality are 

4 - Community participation 
4 - Good govemance 
4 - HIV/Aids 
4 - Housing development 

4 - Local economic development and job creation 
4 - Poverty alleviation 
4 - Safety and security 

Vision 

“uMshwathi Owethu - Lets Build Together”. 

Mission 

“Provider of Municipal services for better quality of life for all” 

The operation of our municipality is bolstered by resolute adherence to the following values 
and principles to ensure sustainable services delivery to the community: 

Values 

In all its activities, uMshwathi Municipality strives to make the “Batho Pele principles” a 
living reality by 

4 - Caring and putting people at the centre stage of all development processes; 

4 - Being democratic, open and transparent; 

4 - Adhering to high standards of integrity and morality; 

4 - Supporting anti-cormption drive 

4 - Constantly improving its business processes in pursuit of excellence and best practice; 
and 

4 - Supporting development of staff and councillors as a necessary condition for 
strengthening local governance. 
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ECONOMIC PROFILE 


Economy 

The uMshwathi Municipality has in the last two years identified a number of lead projects 
aimed at tuming around the economy of uMshwathi. Amongst these projects are the 
rehabilitation and development of the towns in the Municipality, middle to high-income 
housing projects as well as the development of a road corridor linking the N2 and N3 and 
traversing uMshwathi Municipality. The possibility of developing new economic nodes in the 
Municipality is also being considered. 

Further objectives relating to a broadening of the Municipality’s economic base involve 
identifying and supporting altemative economic ventures. The strategies adopted are 
developing investment opportunities, building on tourism initiatives and helping small and 
medium-sized local enterprises to succeed. 

Development Objectives 

A key development objective is the focused implementation of land reform, so as to develop a 
vigorous farming sector in the Municipality. Strategies include fmding means of helping 
poverty-stricken families to sustain themselves through farming; improving security of tenure 
in mral communities; and providing greater access to commercial agriculture to previously 
disadvantaged people. The key economic sectors of the municipality are outlined below. 

Agriculture and Agri-processing 

Agriculture industry plays a key to the uMshwathi economy. This industry consists mainly of 
sugar cane, timber and maize. There are two major sugar mills within the area, which 
contributes a large amount toward the district sugar production. There are also two timber 
processing plants. Other agriculture activities include piggery, abattoirs (beef and crocodile) 
and poultry. 

Tourism 

Within the uMshwathi municipality area, there a number of tourism outlets, a hotel with a 
German bias and history, coffee shops, craft outlets, inns, guest houses and B&B 
establishments in and around the village centres, including wedding and function facilities. The 
nearby settlement of New Hanover boasts one of our province’s oldest schools and one of very 
few to be proclaimed a National Monument. Beyond New Hanover, some 100-kilometres of 
inter-linked trails with ovemight huts have been developed into the singular experience of 
Blinkwater Trails by co- operation between conservation bodies and the timber industry. There 
is much of both historic and botanical interest on the plateau, with hikers skirting waterfalls 
and lakes while traversing scenic grasslands and indigenous forest. 
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Political Leadership 


12 



Leadership (Council and Executive) 


The function of Council and Executive Committee (EXCO) within the municipality is to 
govern and oversee the implementation of its constitutional and legislative mandates. The 
EXCO and its operational committee's receive reports from management and deal with 
operational matters in terms of their delegated powers and report to Council. 

The council consists of 22 Councillors. Council meetings are held every two months to receive 
and consider reports from EXCO and to deal with matters entrusted to it by the Constitution of 
the Republic of South Africa. 

EXCO meetings are normally held monthly and committee's constituted by it meet in terms of 
arrangements determined by EXCO. Senior Management (Municipal Manager and the General 
Managers) attend all Council meetings and those of its Committees to provide advice and 
guidance in order to ensure that proper and informed decisions are taken. 

COMMITTEES 


FULL COUNCIL 

SEAT TYPE 

PARTY 

B M Gwala -Mayor 

Wardll 

ANC 

S S Zondi ~Dep. Mayor 

PR 

ANC 

G S Maseko -Speaker 

Ward4 

ANC 

M P Dlamini 

Ward 1 

ANC 

N P Nene 

Ward2 

ANC 

B E Mbatha 

WardS 

ANC 

X F Maphumulo 

Ward5 

ANC 

A T Thusi 

Ward6 

ANC 

R Mungroo 

Ward7 

ANC 

M J Mkhize 

WardS 

ANC 

M Goba 

Ward9 

ANC 

M M Nkala 

Ward 10 

ANC 

C B Khonney 

PR 

ANC 

D A Ndlela 

PR 

ANC 

A G Solomon 

PR 

ACDP 

E W Eggers 

PR 

DA 

T A Hlatshwayo 

PR 

DA 

V M Mncwabe 

PR 

IFP 

T I Gabela 

PR 

IFP 

S.C Gabela 

PR 

IFP 

T P Phakathi 

PR 

IFP 

V I Gumede 

PR 

IFP 
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SUB-COMMITTEES 


EXECUTIVE COMMITTEE (EXCO) 

'i- Councillor B.M. Gwala (Chairperson) 

4- Councillor S.S Zondi 
4 - Councillor M.J Mkhize 
4 - Councillor T.I Gabela 

FINANCE COMMITTEE 

4 - Councillor B.M. Gwala (Chairperson) 

4 - Councillor E.W. Eggers 
4 - Councillor V.M. Mncwabe 
4 - Councillor C. B khonney 

HUMAN RESOURCES AND SOUND GOVERNANCE COMMITTEE 

4 - Councillor S.S. Zondi (Chairperson) 

4 - Councillor M. Goba 
4 - Councillor I.V. Gumede 
4 - Councillor M M Nkala 

INFRASTRUCTURE AND COMMUNITY SERVICES COMMITTEE 

4 - Councillor M.J. Mkhize (Chairperson) 

4 - Councillor R. Mungroo 
4 - Councillor T.A. Hlatshwayo 
4 - Councillor S.C. Gabela 
4 - Councillor A T Thusi 
4 - Councillor B E Mbatha 

ECONOMIC DEVELOPMENT AND PLANNING COMMITTEE 

4 - Councillor T.I. Gabela (Chairperson) 

4 - Councillor A.G. Solomon 
4 - Councillor D.A. Ndlela 
4 - Councillor N.P. Nene 
4 - Councillor M P Dlamini 
4 - Councillor X E Maphumulo 
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AUDIT COMMITTEE 


The audit committee comprises of four independent members of society. The committee acts in 
accordance with written terms of reference as confirmed by the Council, which sets out its 
authority and duties. The primary mandate of the committee is to evaluate the municipality’s 
systems of intemal controls, to review accounting policies and fmancial information to be 
issued to the public and to review the effectiveness of the performance management system. 
The committee reviews the fmancial statements before they are submitted to council and 
discusses these results with the extemal auditors. The Municipal Manager and the Chief 
Financial Officer attend meetings of the committee as invitees when required. 

Ms L Robertson (Chairperson ) 

4 - ProfStobie 
4 - D. Mncwabe 
4 - M. Ngcobo 

Attempts are afoot to recmit an HR Specialist in order to assist the Audit Committee in its 
expanded role of Performance Monitoring as approved by Council. 



Extension of Municipality Offices in New Hanover 
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Chapter 2 

Performance Highlights 


This chapter gives aceount of the performanee of the munieipality against priorities that were 
set on its IDP with a speeial foeus to basic service delivery to address current needs as well as 
backlogs. It gives aceount on the munieipality’s spending on capital projects and also gives 
highlights on of the munieipality’s spending priorities for the following year. 


Financial Performanee Summary 


2008/2009 

Budget 

Actual 

Details 

R 

R 

Salaries 

22,446,088 

20,949,784 

General 

22,537,500 

24,993,789 

Repairs and maintenance 

2,370,000 

1,564,619 

Reserves 

50,000 

139,706 

Loss of sale of fixed assets 

- 

97,022 

Operational 

47,403,588 

47,744,920 

Capital 

25,273,000 

14,176,376 

Total 

72,676,588 

61,921,296 


Good Governance and Public Participation 

Communication 

Publie participation including all other stake holders to municipality’s activities plays a pivotal 
role in serviee delivery and is one of the key sound govemanee principles that the uMshwathi 
Munieipality is using to bring about good and effective govemanee. During the reporting 
period the Munieipality had a regular engagement with local communities through their Ward 
committees in order to ensure that their inputs were taken into consideration in the formulation 
of the munieipality’s programs and plans, sueh as the IDP. 
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Public Participation 

The municipality deploys all means available at its disposal to enhance a broader community 
participation in its activities and programs, including service delivery. The following are some 
of the modes of communication that were utilized during reporting period: 

4 - Community structures (Ward committees) 

4 - Print Media (newspapers and various other publications 
4 - Radio station 
4 - Ourwebsite 

4 - Public gatherings eg. Izimbizo 


STRUCTURE / PUBLICATION 

STAKEHOLDERS 

OBJECTIONS/ EUNCTIONS 

EREQUENCY 

Ward Committee 

Meetings 

■4- Ward councilors (Chairpersons) 

•i- Ward committee members 
(Elected from the community) 

■4- Community 

■4- Senior management personnel of 
Municipality 

4 - Informing the community 

Of Council decisions, municipal 
activities etc. 

4- Community informing Ward 
Councillor / municipality of 
their concems. 

Quarterly 

Public meetings/ 

Izimbizo 

'i- Mayor and councillors 
■4- Community 

4- Senior management 
■4- personnel of municipality 

4 - Informing the community 
of council decisions, community 
rights and duties, municipal 
affairs etc. 

4 - Community informing Councillors 
and officials of their issues. 

Annual 

Council meetings 
(open to public) 

4- Mayor and councillors 

4- Senior management 

4- Personnel of municipality 

4- To formulate policy decisions 

4- Exercise oversight role 

4- Consider community contributions 

Quarterly 

IDP and budget 

Engagements 

4- Mayor and councillors 

4 - Community 

4 - Senior management 

4 - Personnel of municipality 

4- Obtaining community input on the 
content of IDP and proposals 

4 - Informing the community of IDP 
and budget- related matters 

Annual 

Notices 

4 - Community 

4- Personnel of municipality 

4 - Informing the general public and 
personnel on municipal matters 

As required 


The uMshwathi Municipality also participates actively in the following IGR structures: 


4 - Municipal Manager’s Forum 
4 - District Waste Management Forum 
4 - District Technical Cluster 
4 - CFO’s Forum 


(Municipal manager) 
(GM Technical Services) 
(GM Technical Services) 
(Chief Financial Officer) 
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Municipal Manager 


The Municipal Manager is responsible for corporate strategy, sound organisation management 
and implementation of CounciTs resolutions, including the implementation of Integrated 
Development Plan (IDP). The Office of the Municipal Manager also strives to maintain and 
enhance the relationship between the political and administrative structures of the Council, to 
promote good govemance and innovations in the areas of communication, strategic planning, 
information and knowledge management. 

The following major tenders and contracts were awarded during the 2008/2009 fmancial year. 



Road D75 


Tenders awarded during 2008/2009 financial year 


No. 

PROJECT 

SERVICE PROVIDER 

AMOUNT 

1 

Rehabilitation and Surfacing of D75 

Ubunye Plant Hire 

R8615 310 

2 

Constmction of Gujini Creche 

Amangipha Construction 

R 459 634 

3 

Refiirbishment of Ndudwini Creche 

Isilomo Development Consultants 

R 376 151 

4 

Intemal Audit (2008/09 ) 

Roshan Morar 

R 219 956 

5 

Intemal Audit (2009/10) 

Roshan Morar 

R 221 742 

6 

Upgrade of Mbeka Road 

Sulumane Constmction 

R1 317 264 

7 

Construction of Mtulwa Creche 

Isilomo Development Consultants 

R 384 703 

8 

Short term Insurance 

Indwe Risk Services 

R 128 269 

9 

Office Fumiture 

Versatile Interiors 

R 154 858 

10 

Design for Widening of Road P523 

Ninham Shand 

R 930 240 
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Capital Programme Highlights 


CAPITAL 

PROJECTS 

2008/2009 

REPORT/STATUS 

ELECTRICITY 

Mpolweni 

R 2,100,000.00 

Project is being implemented by ESKOM. 

Thokozane 

R 5,900,000.00 

The Consultant on the project is Dihlase Consulting and the Contractor is A1 
Contracting. The project is currently in the implementation phase. 

ROADS 

Bhisi road 

R 800,000.00 

Project involves the construction of a gravel road 2.45km long. Project started on 
12/05/08. The project design and management is being implemented internally. 
The Contractor that was appointed to implement the project was Rob Plant Hire. 
The project is still in progress. 

D75 road 

R 3,000,000.00 

Upgrading of 2.8km gravel road to asphalt. Project started 02/02/09. MCJ 
Engineers are the Technical Consultants and the Contractor is Ubunye Plant Hire. 
The project is still in the implementation phase. 

Mbeka road 

R 2,573,000.00 

The project was designed and managed internally. The appointed contractor was 
Sulamane Construction. The Project is now complete. 

D40 road 

R 2,000,000.00 

Upgrading of 2km gravel road to asphalt. Preben Naidoo & Ass. have been 
appointed as the Technical Consultants on the project. The project tender was 
advertised but the Contractor has not been appointed. 

P423 road 

R 500,000.00 

Widening of existing asphalt road. The Technical Consultant (Ninham Shand) 
was appointed and the road is currently being designed. 

D1017 road 

R 6,300,000.00 

Upgrading of 8km gravel road to asphalt. The project is being implemented by 
the uMshwathi Municipality on behalf of the uMgungundlovu District 
Municipality. The Technical Consultant is BCP Consulting and the Contractor is 
Sanyati Construction. Project is still in the implementation phase. 

MUNICIPAL PUBLIC WORKS 

Ndundwini Creche 

R 400,000.00 

The project is being designed and managed by the municipality. The appointed 
contractor was Isilomo Development Consultants. Project started on 19/01/09 and 
was completed on 22/05/09. 

Mtulwa Creche 

R 400,000.00 

The project is being designed and managed by the municipality. The appointed 
contractor was Isilomo Development Consultants. Project started on 19/01/09 and 
was completed on 22/05/09. 

Ekupholeni Hall/Gujini 
Creche 

R 650,000.00 

The project is being implemented in house. The appointed contractor was 
Amangipha Construction. Project is still in the implementations phase. 

Mpolweni Sportsfield 

R 1,800,000.00 

This project was funded and managed by the uMgungundlovu District 
Municipality. 

Sanitation: Mvoti 

Slopes 

R 854,331.00 

This project was funded and managed by the uMgungundlovu District 
Municipality. 
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CAPITAL 

PROJECTS 

2008/2009 

REPORT/STATUS 

Gobizembe Community 
Hall 

R 1, 400,000.00 

Technical Consultant on the project was ABAQS Quantity Surveyors and the 
Contractor was HMS Hardware and the official site handover took place on 
30/05/08. 

Gqugquma Community 
Hall 

R 1,987,371.12 

Technical Consultant on the project was ABAQS Quantity Surveyors and the 
Contractor was HMS Hardware and the official site handover took place on 
30/05/08. 

Estezi Community Hall 

R 2,062,411.62 

Technical Consultant on the project was ABAQS Quantity Surveyors and the 
Contractor was Mlawuza's Construction the official site handover took place on 
30/05/08. The project is 65% complete. 

Office Extension 

R 4,111,411.10 

The project was project managed by uMshwathi Municipality with the assistance 
of various Technical Consultants. Contractor on the project was HMS Hardware. 
The project is now complete. 

Nkululeko Community 
Hall 

R 1,074,000.00 

Kantey & Templer were appointed to implement the project. A PSC was 
established so as to involve the community in the implementation of the project. 
Members of the community were employed during the implementation of the 
project and this has resulted in the development of skills within the community. 
These skills will remain with the community even after the project is complete. 
The project is now complete. 

Efaye Community Hall 

R 1,074,000.00 

Kantey & Templer were appointed to implement the project. A PSC was 
established so as to involve the community in the implementation of the project. 
Members of the community were employed during the implementation of the 
project and this has resulted in the development of skills within the community. 
The project is now complete. 

Trustfeed Community 
Eeed 

R 1,074,000.00 

Kantey & Templer were appointed to implement the project. A PSC was 
established so as to involve the community in the implementation of the project. 
Members of the community were employed during the implementation of the 
project and this has resulted in the development of skills within the community. 
These skills will remain with the community even after the project is complete. 
The project is now complete. 

Mbava Community 

Hall 

R 1,074,000.00 

Kantey & Templer were appointed to implement the project. A PSC was 
established so as to involve the community in the implementation of the project. 
Members of the community were employed during the implementation of the 
project and this has resulted in the development of skills within the community. 
The project is now complete. 

Mambedwini 

Community Hall 

R 1,074,000.00 

Kantey & Templer were appointed to implement the project. A PSC was 
established so as to involve the community in the implementation of the project. 
Members of the community were employed during the implementation of the 
project and this has resulted in the development of skills within the community. 
The project is now complete. 

Mpolweni Community 
Hall 

R 1,454,824.69 

Technical Consultant on the project was ABAQS Quantity Surveyors and the 
Contractor was Gonal Construction. Project started on 05/05/08 and is still in 
progress. 
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CAPITAL 

PROJECTS 

2008/2009 

REPORT/STATUS 

Thokozane Sports Field 

R 295,000.00 

The project was designed and managed by the Municipality. The tender was 
awarded to Sulumane Construction. The Contractor top soiled the sports field, 
erected the new gates and installed a new grandstand. Project is complete. 

Thokozane Community 
Hall 

R 350,000.00 

The project was designed and managed by the Municipality. The contractor that 
was appointed to implement the project was Hi-Glen Construction. The project is 
now complete 

Thusong Service Centre 

R 5,000,000.00 

Mthulisi Msimang Architects have been appointed to design the project. The 
project is currently in the design phase. 

LED, LAND AND 
HOUSING 



Feasibility Study 

Corridor Development 

R 1,500,000.00 

The study has been completed and a Report and Business Plan have been adopted 
by Council. The next step will be to submit the Business Plan and proposal to 
stakeholders such as the National Department of Transport and SANRA for 
possible funding for the implementation of the plan. 



Gqmquma Community hall 
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Chapter 3 

Human Resources and Organisational Management 


Our human resources section is responsible for formulating objectives, practices, and policies 
in order to enable the municipality to meet both its short-term and long-term organizational 
development objectives. The Human Resources section also plays a lead role in change 
management and in evaluation of human capital contributions to municipality’s effectiveness 
in service delivery in line with municipality’s performance management plan. 

The following are the key functional areas for Human Resources Section: 

4- Compensation and benefits 
4- Custodian of human resource policies 
4- Employee Assistance Program (EAP) 

4- Employment equity 

4- Labour relations 

4- Training and development 

4- Strategic management 

4- Workforce planning/employment, and 

4- Occupational health and safety. 


Staff Complement 


DEPARTMENT 

APPOINTMENT 

DEATH 

DISMISSAL 

RESIGNATION 

2009/2008 

2008/2007 

Municipal Manager 

- 

- 

- 

- 

11 

11 

Community services 

2 

- 

1 

1 

27 

27 

Corporate services 

3 

- 

- 

2 

16 

15 

Technical services 

- 

2 


1 

53 

56 

Financial services 

5 

0 

0 

2 

14 

11 

Total 

10 

2 

1 

6 

121 

120 


Organisational Development 

Induction Programme 

During the reporting period, the municipality organized a team building and induction session 
for employees, aimed at ensuring cohesion and understanding the vision, mission and values of 
the municipality. As part of this program, issues relating to conditions of service and human 
resource policies were discussed. By the end of 2008/2009 fmancial year, more than 80% of 
the employees had been inducted. 
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Skills Development 


In pursuance of the municipality’s’ skills development objectives, the following milestones 
were achieved: 

4 - The Municipality skills audit was complete and WSP was submitted on time to the 
SETA for local govemment. 

4 - 70% of the planned training programmes were implemented. 

4 - Four employees qualified as traffic officers through the municipality skills development 
program. 

Employment Equity Plan 

The Municipality adopted the Employment Equity Plan and appointed a committee to ensure 
compliance with the Plan. 

Youth Development 

The Municipality is committed to promoting youth education and training through practical 
leaming with a view to empowering all undergraduates, graduates and post graduates 
especially ffom designated groups, to familiarise them with practical on-the-job experience in 
their respective career choices. 

In this regard, four graduates in the fmancial field have been engaged as intems for a period of 
two years where they are afforded an opportunity to obtain the necessary practical and on-the- 
job training for their qualification. 

The municipality is also assists scholars and undergraduates who want to do in-service 
training. During 2008/2009 fmancial year, four students were accommodated for in-service 
training. 



Staff Team Buildina 
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Chapter 4 



Mtulwa Creche 


Functional Services Delivery Report 

This chapter deals with how eaeh of the munieipality’s departments has performed in service 
delivery within their respective key performance areas, set out the during 2008/09 fmancial 
year. 

The munieipality’s Key Performanee Areas (KPA’s) Are as follows: 

4 - Basic Services Delivery 

4 - Munieipal Institutional Development And Transformation 
4 - Local Economic Development 
4 - Financial Viability and Management 
4 - Good Govemance and Publie Partieipation 

The total budget of the municipality for the reporting period was R72, 765,588. The Capital 
expenditure was allocated 65% of the budget which amounted to R47, 403,588. 35% of the 
total budget, R25, 273,000 was alloeated towards operation expenditure. The total amount 
spent was R61, 921,296 (Capital R47, 744,920 and Operational R14, 176,376). The 
performanee achievements as measured against these objeetives are detailed hereunder; 


24 


Functional breakdown by Department 


Department 

Function 

Municipal Manager 

Integrated Development Plan & PMS 

4 Economic Growth and Development 

Town and Regional Planning 

4 Intemal Audit 
^ Communication 

Corporate Services 

4- Human Resources 

4 Record Management 
^ Administration Support 

4 Committee Support And 

4 - Information And Communication And Technology 

Community Services 

4 Traffic 

^ Motor Licensing Bureau 

4 Cemetery Management 
'J- Youth Affairs, Health Care 

4- Housing and 
^ Disaster Management 

Financial Services 

^ Budgeting 
'4- Revenue 

4 - Expenditure 

4 - Valuation 

^4- Supply Chain Management 

Technical Services 

4 - Refuse collection 

4 Roads 

^4- Infrastructure 

4 - Operations and maintenance 
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DEPARTMENT: MUNICIPAL MANAGER 


SECTION: INTEGRATED DEVELOPMENT PLAN (IDP) AND PERFORMANCE 
MANAGEMENT SYSTEM (PMS) 

The IDP/PMS unit is primarily responsible for driving the IDP process, which in essence 
entails the strategic planning for the municipality’s development agenda in accordance with its 
powers and functions. 


During the 2008/09 fmancial year, the IDP review process started with the preparation and 
adoption of the IDP Process Plan, followed by consultation of communities through Public 
Participation meetings in each of uMshwathi Municipality’s eleven Wards. Ward Development 
Needs section of the IDP document serves as the primary input into the IDP/Budget processes. 
The schedule of IDP Ward Consultative meetings was as follows: 

UMSHWATHI MUNICIPALITY’S 2008/2009 IDP REVIEW - 
PUBLIC PARTICIPATION MEETINGS 


WARD 

DATE 

TIME 

VENUE 

WARD COUNCILLOR 

1 

17 Febmary 2008 

lOhOO 

Albert Falls Primary Sehool 

Cllr MP Dlamini 

2 

06 March 2008 

14h00 

New Hanover Community Hall 

Cllr NP Nene 

3 

20 Febmary 2008 

lOhOO 

INadi Community Hall 

Cllr BE Mbatha 

3 

22 Febmary 2008 

lOhOO 

Mt Elias Community Hall 

Cllr BE Mbatha 

4 

06 March 2008 

lOhOO 

Appelsboseh Community Hall 

Cllr GS Maseko 

5 

06 March 2008 

lOhOO 

Appelsboseh Community Hall 

Cllr XF Maphumulo 

6 

21 Febmary 2008 

lOhOO 

Mabheleni Hall 

Cllr AT Thusi 

7 

05 March 2008 

llhOO 

Cool Air Community Hall 

Cllr R Mungroo 

8 

02 March 2008 

08h00 

Tmst Feed Community Hall 

Cllr MJ Mkhize 

8 

02 March 2008 

13h00 

Mpolweni Community Hall 

Cllr MJ Mkhize 

9 

22 Febmary 2008 

lOhOO 

Mambedwini Hall 

Cllr M Goba 

10 

21 Febmary 2008 

llhOO 

Maphumulo Estezi Sportsground 

Cllr MM Nkala 

11 

15 Febmary 2008 

12h00 

Oqaqeni Community Hall 

Cllr BM Gwala 


The above Ward Public Participation meetings were followed by an IDP Representative Forum 
meeting which was held at Wartburg Hof Hotel on the 13**' March 2008. Subsequent to the 
adoption of the draft IDP document at the end of March 2008, the community was afforded 
another opportunity to make inputs into the fmal IDP through written comments as well as 
verbal inputs at the Mayoral Budget/IDP Imbizo which was held at Swayimana on the II**' 
May 2008. Thereafter, the final IDP was adopted by Council on the 28**^ May 2008. 


The Performance Management System was realigned to the IDP unit. The PMS policy 
framework was revised and adopted by Council in September 2008. This fiinction entails the 
development and upholding of a Performance Management System in accordance with the 
revised policy framework. The fiill implementation and roll-out of the PMS will be realized 
during the 2009/2010 fmancial year when all (or most) of the top management positions would 
have been filled and performance contracts signed. During the year under review (2008/2009), 
only two of the five Section 57 positions had been filled - these being the Municipal Manager 
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(Mr MV Cebekhulu) and the General Manager Technical Services (Mr A Weymouth). 
The other three Senior Management positions were occupied by acting incumbents as follows: 

4- General Manager Community Services: G.M. Zondi 
4- General Manager Corporate Services: M.W.S. Sibiya 
4- Chief Financial Officer: R. Mani 

A report motivating for the filling of the above vacant positions was submitted to Full Council 
for its approval on the 15**' December 2008. Council at the same meeting referred the matter 
back to the Executive Committee for further deliberation and consideration. Subsequently 
these positions were advertised in August 2009. 

SECTION ECONOMIC GROWTH AND DEVELOPMENT 

The municipality has a mandate to support local economic development, to support local 
SMME’S and Cooperatives, to promote tourism, to empower women and the youth, as well as 
the alleviation of poverty amongst the residents of uMshwathi. 

The highlights for the 2008/9 fmancial year include the following: 

Feasibility Study for the Development of a Secondary Corridor 

The issue of road linkages within and between uMshwathi and other municipalities is crucial 
for the development of the local economy. To promote the development of the linkages, the 
Municipality commissioned a Feasibility Study looking at the possibility of developing a 
secondary corridor that mns through uMshwathi. A request for proposals was advertised in 
April 2008. After the normal Supply Chain Management (SCM) processes of the municipality, 
a consortium led by Urban Econ Development Economists was appointed in July 2008 to 
undertake the study at a cost of R1 826 618.00. The project was partly fiinded by the 
municipality and R500 000.00 grant funding received ffom the Department of Local 
Govemment and Traditional Affairs. 

The Department of Transport and the Department of Water Affairs and the local Agricultural 
Union are some of the stakeholders that were part of the Project Steering Committee. 

The development of the corridor is aimed at stimulating economic growth in the municipality. 
The fmal report recommends that the road be developed into a development corridor as 
opposed to an altemative route for reducing the traffic congestion on N3. The next step will be 
to submit the report, business plan and a fiinding proposal to the National Department of 
Transport, SANRAL and other partners for the implementation of the plan. 

Development of a New Economic Node 

In the quest for addressing the socio-economic challenges of poverty and unemployment, 
Council resolved to promote the development of a new economic node in the area covering the 
intersection of R33 and R614 and extending to Albert Falls Dam. A feasibility study was 
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conducted and 9 different precincts were identified for development in this node. The success 
of this project will increase the rates base of the municipality and also provide the much- 
needed jobs and business opportunities. 

As part of this project, the Department of Agriculture recommended that an Environmental 
Management Framework (EMF) be developed for the area covering this node and extending to 
some parts falling outside the node. The EMF is a new tool that is aimed at assisting decision 
makers, including the municipalities to take informed decisions on development applications. It 
will also help speed up the processing of development applications. In August 2008, the 
Municipality followed the normal SCM processes and appointed the Institute of Natural 
Resources at a tender price of R1 541 070.84 to undertake the development of the EMF for the 
node. The consultants have held several consultative meetings with various focus groups as 
indicated below: 


Biodiversity 

6 October 2009 

Water Resources 

6 October 2009 

Tourism & recreation 

12 October 2009 

Residents Association 

12 October 2009 


This project is expected to be finalized in the first quarter of 2010. The Department of 
Agriculture is one of the members of the Project Steering Committee. 

Tourism Promotion 

The municipality has a range of natural attributes and history that make it an excellent tourist 
destination. To unlock the potential of the area, the municipality contributes financially to the 
marketing of the area through its contribution to the publication of four tourism brochures viz. 
KwaZulu-Natal Business, KwaZulu-Natal South Africa, Ambles and Wie Was Wo (distributed 
in Germany). Future projects will include fostering partnerships between the established 
tourism outlets and the indigenous people of uMshwathi. This will promote the spread of 
benefits from tourism to a wider section of the local population. 

Support to Local Small and Medium Enterprises & Cooperatives 

The development and sustainability of small businesses contributes to economic development 
of an area. The municipality therefore provides support to SMMEs and cooperatives in ways 
ranging from capacity building to the provision of information and advice. The focus of the 
interventions is mainly on the youth and women. 

During this financial year, the KZ N Department of Economic Development and Tourism 
provided training on general Business Management for 27 SMMEs. The Environmental Health 
Unit of uMgungundlovu District Municipality also provided training on Food Hygiene for 33 
SMMEs. The municipality facilitated the selection of delegates, provided venues and paid for 
the catering (R 4,410.50) for these interventions. 
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Investment promotion 

Following the trade missions to South Korea and Vietnam in 2007, the Mayor led another 
delegation to Vietnam in September 2008 to follow up on the initial discussions between the 
municipality and Vietnamese companies. The latest trade mission resulted in the signing of 
Memorandums of Understanding (MOU) between the municipality and three Vietnamese 
companies. These MOUs cover cooperation on the establishment of a fumiture factory in 
uMshwathi, skills transfers, particularly on fumiture manufacturing, the establishment of a 
fibre cement roofmg factory in uMshwathi and property development. One Vietnamese 
Company visited the municipality during this fmancial year. 

The municipality is currently facilitating the process of partnerships between Vietnamese 
Companies and local investors. The plan is to ensure that the local youth that will be trained on 
Fumiture Manufacturing has a stake in the fumiture business and that they also work in the 
factory. 

In due course the unit will develop an incentive package for investors. However, most of the 
incentives will be from agencies such as TIKZN and IDC and not ffom the municipality. 

SECTION TOWN AND REGIONAL PLANNING 

The activities of the Municipality’s Town Planning section are aimed at providing the people of 
uMshwathi with the greatest possible opportunities and choices with respect to living, working, 
shopping, education and entertainment opportunities whilst: 

4 - Achieving a balance between meeting the people’s needs and the capacity of 
uMshwathi’s physical and economic resources; 

4 - Being responsive to the differing values, perceptions and desires of the residents; 

4 - promoting the attainment of visual beauty, environmental quality and a sense of 
place; and 

4 - Conserving the natural environment. 


Within this context, the Municipality’s Town Planning Section endeavours to encourage 
development that is appropriate and compliant with the Integrated Development Plan, Spatial 
Development Framework as well as complying with all legislative planning and development 
application procedures. Of key importance in assessing all applications, are the principles of 
sustainability, feasibility and long-term benefit to the people of uMshwathi. From minor 
subdivisions or changes in land use, to rezoning and large-scale developments, the Town 
Planning Section provides the necessary guidance and support to all uMshwathi inhabitants, 
developers and investors to obtain approval ffom Council. 
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Of key importance with respect to developments utilizing the Development Facilitation Act 
(No. 67 of 1995) is the fact that the municipality has its own designated officer to facilitate and 
manage the relevant processes herein. This includes liaison with various stakeholders, National 
and Provincial Govemment Departments, members of the public and other interested and 
affected parties. With regard to submission of development applications, the respective 
procedures are determined by the nature and scale of the different types of proposals and all 
applications for development regardless of their individual processes require a detailed 
motivation in terms of, “need” and “desirability”, anticipated impacts on the amenity and 
environment surrounding the application site, submission of various plans (i.e. locality/ zoning/ 
land use/ surveyor general diagrams/ site development plans), etc. 

Despite some of the minor challenges affecting the Town Planning Section e.g. applications 
lacking in terms of all necessary documents and attachments (which results in delays), the 
influx of development applications at certain given times, the need to shift priority as and when 
required (particularly with respect to community priorities), the Town Planning Section aims to 
serve the people of uMshwathi and others, to the best of its ability and available resources. At 
all times, the best possible guidance and care is shown to all developers, investors and people 
within the uMshwathi Municipality. 



Tourist accommodation 
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DEPARTMENT: CORPORATE SERVICES 


The purpose of the Department 

The purpose of the department is to provide management leadership and sound administration 
of the institution. 

Measurahle Objectives of the Department 

Effective leadership, management and administrative support to business units of the 
institution ensured, through continuous refinement of corporate policies, structure, systems in 
compliance with legislation and best practice and championing Batho Pele principles and 
Service Delivery. 

Sections that exist within the Corporate Services Department 

4 - Human Resources 

4 - Corporate Administration and Secretariat 

4 - Compliance and Legal Services 

4 - Information and Communications Technology (ICT) 

4 - Records Management Services 
4 - Fleet Management 
4 - Security Services 

Corporate Administration and Secretariat 

This section provides secretarial support to various Committee/ Sub Committee meetings and 
Forums .The following are some of its responsibilities: 

4 - Ensuring that meetings take place according to the schedule. 

4 - Co-ordination of logistical and procedural requirements of the meeting of that specific 
Committee 

4 - Distributing notices of meetings 
4 - Compiling and distributing agendas timeously. 

4 - Recording details of proceedings/ discussions of the meeting 
4 - Preparing minutes accurately 

4 - Distributing resolutions emanating from the meetings for relevant employees to action. 

4 - Making follow up on resolutions of committees 

4 - Maintaining safe keeping of all records pertaining to Council meetings. 
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Compliance and Legal Services 

The Corporate Services Department is responsible for the establishment and functionality of all 
core municipal policies and systems as required by law and ensures adherence to same. 

4 - The Department in conjunction with other departments drafts by laws and ensures that 
they are promulgated 

Information and Communications Technology (ICT) 

This section maximises the opportunities to communicate creatively and effectively through 
the use of new technology, so that there is easy access to information about the Municipality, It 
undertakes to continuously 

4 - Promote the Council and its services and to facilitate channels of communication. 

4 - Seek out and exploit the opportunities presented by electronic communication, 
intemally and extemally, to benefit the Municipality and the communities it serves. 

The Registry 

The Registry section serves as a link between the organization, departments and sections 
within the organization. The activities of the registry section are govemed by the Archives Act 
of 1996 and Access to information Act of 2000. 

Amongst other activities that are carried out at the registry section are: 

4 - Receipt and opening of post 
4 - Sorting of post 

4 - Making files available on request 

4 - Tracing of files 

4 - Dispatch of outgoing mail 

4 - Safekeeping and protection of archives 

4 - Maintaining the list of all important documents 

4 - Photocopying 

4 - Messaging (Messenger) 

Fleet Section 

This section performs administrative functions related to management of Council fleet which 
includes the processing and updating of fleet records, attending to procedural requirements, 
conducting analysis and reporting on the performance of fleet with respect to fixed and 
variable costs against budgetary provisions, to ensure fleet utilization is controlled, deviations 
identified and optimum efficiencies achieved. 
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Security Services 

This section is responsible for the provision of security services which is currently outsourced 
and includes the following key aspects 

4 - Provision of 24 hours security services at the Municipal offices in New Hanover, 
Wartburg, Dalton and Cool Air. 

4 - Provision of armed banking of Council’s cash and cheques on a daily basis to ensure its 
daily banking operations are undertaken with maximum security. 
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Department: Community Services 

The Department of Community Services is made up of the following sections: 

o The Traffic Unit 
o The Motor Licensing Unit 
o The Cemeteries Management Section 
o The Youth Affairs Unit 
o The Health Care Unit 
o The Housing Unit 

The Traffic Unit 

This unit is responsible for enforcing traffic rules and regulations within the municipality. The 
unit is manned by 9 traffic officers viz. 1 Chief Protection Officer and 8 Traffic Officers and an 
Administration Clerk. 

The highlights of this unit in this fmancial year include the appointment of the Chief Protection 
Officer and 4 traffic officers. 

The Motor Licensing Bureau (MLB) Section 

This section is located in the Municipal Offices in Wartburg. There are 4 MLB officers and one 
MLB supervisor in this unit. 

The Municipality prides itself for receiving an award ffom the KZN Department of Transport 
for ‘best run’ MLB Office in the Province. The number of leamers licenses issued by this 
section also increased during the current financial year. 

One of the future plans is to establish a testing ground for driver licensing in uMshwathi 
Municipality 
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Cemetery Management Section 


Presently, the Municipality is mnning five cemeteries situated in New Hanover, Cool Air, 
Trust Feed, Mpolweni and Thokozani. This section is mn by a supervisor and five cemetery 
attendants. 

The municipality has established death registers for each cemetery during the current financial 
year. 

The New Hanover Cemetery is almost full and the municipality is facing a challenge of 
identifying and acquiring a new site to replace this cemetery. The Municipality has also had to 
deal with the problem of informal settlements at the New Hanover Cemetery. 

There is also a challenge of a low water table that is presenting problems in the Cool Air 
Cemetery. 

Youth Affairs 

The Youth Affairs Section is mn by the Youth Coordinator. It is responsible for facilitating the 
empowerment of the local youth. 

The achievements for the current financial year include the establishment of the local Arts and 
Culture Fomm and the formation of four farming cooperatives. 

The local youth has also benefited from the establishment of two Mass Participation Program 
Hubs in New Hanover and Wartburg. The Hubs were established by the Department of Sports 
and Recreation (DSR). They coordinate and promote different sport codes within uMshwathi 
Municipality. There are twenty facilitators that are paid by the DSR. 

The Municipality is assisting the community in its efforts to establish a community radio in 
uMshwathi. The success of this project will enhance the ability of the municipality to 
communicate with the rest of uMshwathi residents and organizations. The station will also 
provide the local youth with an opportunity to develop an interest and skills applicable to radio 
broadcasting and the media in general. The final outcome of the application is expected before 
the end of the second quarter of 2010. 

Health Care 

uMshwathi Municipality has 5 Clinics. The clinic in Crammond is managed by the 
Municipality through a service level agreement with the Provincial Department of Health. This 
clinic has a subsidized budget of R393 000.00. The municipality and the Department of Health 
are currently working towards the transfer of the mnning of the Crammond Clinic to the 
Department. 
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Housing Unit 


uMshwathi Municipality is one of ten municipalities in KZN that have been identified by the 
Provincial Department of Human Settlements for the establishment of housing units. 

The Housing Unit was established in 2008. It is currently run by the Housing Manager. 
However, the municipality is currently awaiting a response from the Department of Human 
Settlements for the request for additional personnel. This section is responsible for the 
provision of housing, and slums clearance programs of the municipality. 

This Municipality has a target of building 8325 housing units by 2014. The following table 
shows the various housing projects and the status of each project for the current year. 


NAME OF 
PROJECT 

BUDGET 

NUMBER 

OF 

UNITS 

STATUS 

Thokozani 

R26 492 446.00 

906 

42 units still to be built. The delay has been 
caused by a relocation of power lines. 

The municipality is currently working with 
various stakeholders to address the challenge of 
poor workmanship on the houses that have 
already been built. 

Dalton/Cool 

Air 

R32 291 492.00 

419 

Funding of R479 295.00 has been approved. The 
preliminary stage has been delayed by the 
challenge of land acquisition. 

Inadi 

R28 252 465.99 

500 

The funding for stage one, R972 165.00 has been 
approved and the project is in progress. 

Masihambisane 
Rural Housing 

R28 252 465.00 

500 

The funding for stage one, R972 165.00 has been 
approved and the project is in progress. There is a 
challenge of land ownership in this area. There is 
land belonging to Ingonyama Trust, the State and 
Private land. 

Mhlangandlovu 
Rural Housing 

R28 252 465.00 

500 

The funding of R972 165.00 has been approved 
and the project is progressing without challenges 

Appelsbosch 

Rural 

R28 252 465.00 

500 

The funding of R972 165.00 has been approved 
and the project is in progress. The municipality is 
currently negotiating with the land owner, the 
mission for the acquisition of additional land for 
the project. 

Swayimana 

Rural 

R28 252 465.00 

500 

The funding for stage one, R 972 165.00 has been 
approved and the project is in progress. 

Efaye Rural 

R28 252 465.00 

500 

The funding for stage one, R972 165.00 has been 
approved. The municipality is currently trying to 
resolve the problem of land ownership. 

Trustfeed 

R77 680 000.00 

1000 

The primary stage is complete. The municipality 
is still trying to secure land from the private 
owners. 

New Hanover 
& Crammond 
Slums 
Clearance 

R500 000.00 

3000 

The tender for the preliminary stage has been 
awarded 
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Department: Finance Services 

The Finance Department is responsible for ensuring that the municipality operates in 
accordance with the municipal fmance regulations as prescribed in the MFMA and other 
related Guidelines that are issued periodically by National Treasury. This Department is lead 
by the Acting CFO and has a staff complement of 10 officials. 

In order to ensure efficient and effective execution of responsibilities the department is divided 
into the following task-oriented sections: 

• Expenditure - responsible for sound administration of both creditors and 

payroll activities. 

• Income - responsible for proper administration, billing consumers 

for rates and other municipal services and collection of debts. 

• Budget - responsible for the preparation and management of a balanced, 

IDP-aligned budget 

• SCM - responsible for all supply chain-related activities as prescribed 

by the Municipality’s SCM Policy 

The highlights of the department’s performance include the following: 

• The appointment of the creditors and debtors clerks 

• The appointment of the Audit Committee 

• Submission of Annual Financial Statements timeously to the Auditor General. 

• Obtaining an unqualified audit report. 

In order to respond to the national skills development strategy as prescribed by National 
Treasury, four intems ffom the local community were appointed within the department. 
The intemship program is for a minimum period of two years. At the end of the program the 
intems will be in a position to apply for posts, if any, within the municipality or other 
municipalities. 

The Municipality has been managing the collection of payments for water services on behalf of 
uMgungundlovu District Municipality on an agency basis during the year under review. 
However, the District will be taking over this function in the 2009/10 fmancial year. 
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ANALYSES OF DEBTORS OUTSTANDING AS AT 30 JUNE 2009 

DEBTOR TYPE 

CURRENT 

31-60 DAYS 

61-90 DAYS 

91-120 DAYS 

121 AND OVER 

TOTAL 

General rates 

1,311,470 

884,754 

819,806 

768,093 

8,915,988 

12,700,111 

Refuse and other 

1,030,040 

676,049 

670,197 

538,209 

11,532,098 

14,446,593 

TOTAL DEBTORS 

2,341,510 

1,560,803 

1,490,003 

1,306,302 

20,448,086 

27,146,704 

% OF TOTAL DEBT 

8.63% 

5.75% 

5.49% 

4.81% 

75.32% 

100% 



ANALYSIS OF DEBTORS PER CATEGORY 

AMOUNT (R) 

PERCENTAGE 

Government Departments 

11,650,757 

43 

Residential 

9,325,652 

34 

Commercial 

2,336,108 

9 

Agricultural 

2,217,403 

8 

Vacant Residential 

1,616,784 

6 

Total 

27,146,704 

100 
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Department: Technical Services 


In terms of the functional organogram of uMshwathi Municipality, the Department of 
Technical Services is responsible for the following activities: 

4- Engineering Services 
4- Electricity 
4- Civil 

4- Building Control 
4- Solid Waste Management 
4- Environmental Management 
4- Maintenance 


4- Buildings and Structures 
4- Roads and Storm water 
4- Parks, Verges and Amenities 
4- Cemeteries 

The Department is under the control of the General Manager: Technical Services, and the main 
office is located in Wartburg, with the principal depot at Dalton. 

Provision is made, in terms of the Departmental organogram, for three distinct sections: Project 
Management, Building Control and Infrastructure Maintenance. 

The largest section is that of Infrastructure Maintenance and it is organized on the basis of 
geographical area as follows, New Hanover / Wartburg, Dalton / Cool Air and Albert Ealls / 
Crammond. Only the first two are headed by Supervisors. 

The staff complement for the department is as follows: 


CATEGORY 

TOTAL 

General Manager: Technical Services 

I 

Manager: Project Management Unit 

I 

Admin Officer 

I 

Supervisor 

2 

Assistant Supervisor 

I 

Handyman 

I 

Driver 

I 

Tractor Driver 

3 

General Assistant 

42 

TOTAL 

53 
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Engineering Services, Civils and Projects 


The provision of engineering services by the Department to the municipality is achieved by the 
GM and the Manager: PMU supported, as required ffom time to time, by specialist consultants 
retained for specific projects. These include electrical consultants, architects, quantity 
surveyors, civil engineers, geotechnologists, etc. 

Electricity 

Provision of electricity to consumers including street lighting throughout the municipal area is 
carried out directly and exclusively by Eskom. This department does however occasionally 
intervene on behalf of consumers regarding quality and adequacy of service provision. 

Building Control 

The function is carried out in terms of the National Building Regulations and Building 
Standards Act 103 of 1977. 

In the absence of a Building Control Officer (AKA Building Compliance Officer), the function 
is carried out by a service provider, Messrs EGM Services, under the control of the GM. 
Administration of the function is performed by an Admin Officer, whose services are shared 
with the Town Planner, who falls within the Municipal Manager’s support structure. 

Final approval of building plans is performed by the General Manager: Technical Services. 

Solid Waste Management 

The function of solid waste management falls into two activities, that of litter-picking and solid 
waste disposal. 

Litter-picking is carried out within the municipal areas under the control of supervisors, i.e. 
New Hanover / Wartburg and Dalton / Cool Air, by Departmental staff. The street litter is 
collected and bagged, and thereafter collected for disposal by the solid waste disposal 
contractor. 

Difficulties are being experienced with control of street litter. This is primarily as a result of a 
lack of discipline on the part of certain business proprietors who, instead of retaining the refuse 
emanating ffom their businesses for collection on a weekly basis, are continually placing such 
refuse in and around the street bins placed on the sidewalks and verges. This results in 
excessive volumes of refuse in the streets, with the consequent unsightly appearance of the 
towns. 

Occasionally, e.g. on pension payout days or school sports functions, high volumes of public 
result in excessive littering, and difficulties are experienced with timeous collection of such 
street litter. 
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Solid waste disposal is carried out by a service provider, Messrs Uppergold Services, who is 
contracted to collect bagged refuse ffom 3 800 premises within the municipality on a weekly 
basis. These are residential and business sites within the urban areas only. No service is 
provided in rural areas. 

There are no solid waste disposal sites located within the uMshwathi municipal area. The 
service provider hauls all waste to New England Road landfill site in Pietermaritzburg, where it 
is disposed of at the cost of this municipality. 

The municipal by-laws provide for the prohibition of irregular disposal of waste. Despite this, 
substantial difficulty is frequently experienced with the necessity of clearing waste illegally 
dumped, by persons unknown, upon public areas. 

Environmental Management 

Environmental management is the control of vegetation upon municipal property - sidewalks, 
verges, parks, sports fields, cemeteries, etc. 

The function is loosely divided into urban- and rural areas. The rural areas are controlled by the 
Assistant supervisor, whilst the urban areas are attended to departmentally under the control of 
the supervisors. 

The exceptions to these are the areas of Albert Falls / Crammond, the New Hanover urban area 
and Thokozane, which are attended to by service providers, Messrs Rod Scallan, Silver Stars 
Services and Sinqobile Construction respectively. 

Maintenance 

Maintenance of municipal assets, including Buildings and Structures, Roads, Storm water, 
Parks, Verges and Amenities and Cemeteries, etc. is carried out both departmentally and by 
means of service providers. Resources are extremely limited, with the result that only spot 
maintenance is possible. 
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Summary of financial performance in-line with key performance areas and envisaged outputs 
is presented below: 


OBJECTIVE KEY PERFORMANCE AREA 

BUDGET (R) 

EXPENSE (R) 

OUTPUT 

Infrastructure and services 





Operating expenditure 

Roads and Storm water 

9,460,078 

7,458,861 

Maintained Roads 


Technical Administration 

Building Control 

Pavements and Sidewalks 

Bridges and Culverts 

Water and Sanitation Monitoring 
Vehicle Fleet Management 
Cleansing and Solid Waste 
Removal of Garden Refuse 

Grass Cutting 

Parks and Gardens 

Road Signs and Signage 

Building maintenance 

Capital works and constructions 

Bus and taxi ranks 

Public toilets and amenities 



Orderly Development 
Pedestrian safety 

Access to all areas 

Public Health 

Maintenance and Ctrl 

Public Health 

Weed and Rodent Ctrl 
Healthy Environment 

Public Amenities 

Traffic control 

Healthy conditions 
Development of infra 

Public transport 

Public amenities 

Capital expenditure 

Construction of Roads 

8,873,000 

4,995,828 


Social development 





Operating expenditure 

Community development 

5,365,064 

5,235,178 

Public investment 


Community liaison 

Clinics 

Libraries 

Community facilities 

Public amenities 

Public safety 

Traffic management 

Law enforcement 

Licencing and control 

Environmental health 

HIV aids awareness 

Disaster management 

Cemeteries and crematoria 
Environmental management 
Housing and slum clearance 



Public participation 

Public health 

Public amenities 

Public amenities 

Access to facilities 

Safe environment 

Traffic management 

Traffic control 

Logistical support 

Clean healthy environ 
Awareness and prevention 
Disaster support 

Cemetery management 

Clean healthy environ 
Housing development 

Capital expenditure 

Construction/upgrade of 
Community Halls 

16,300,000 

7,337,066 


Economic development 

Investment promotion & 
market 

1,000,000 

1,226,230 

Economic development 


Establishment of BEE & SMEE's 

Economic development 

Tourism and marketing 

Promotional communications 

Local economic support 



Job creation 

Job creation 

Job creation 

Investment opportunity 
Sustainable Eco/dev 
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OBJECTIVE 

KEY PEREORMANCE AREA 

BUDGET 00 

EXPENSEOD 

OUTPUT 

Democracy and governance 

Operating expenditure 

Oversight and strategic planning 

22,673,706 

23,586,346 

Planning and 
governance 


Organisation and planning 



Planning and operations 


Management and control 



Risk management 


Communication and reporting 



Info dissemination 
Organisation and 


Council support and logistics 



control 


Performance management 



Measurement and ctrl 


Ward committee's 



Public participation 


Record keeping and management 



Info control 


Political secretariat and support 



Political administration 


Community development 



Public investment 
Developmental 


Youth and women affairs 



government 


Information technology & 
support 



Strategic support 


Internal audit and control 



Risk management 


Good governance 



Compliance 


Eraud risk management 



Risk management 


Skills development and training 



Skills development 


IDP and review 



Planning and review 


Audit committee 



Risk management 


Human resource management 



Staff management 


Labour relations 



Labour management 

Safe working 


Occupational health and safety 



environment 

Safe working 


Security general 



environment 


T elecommunications 



Communications 


Property and estates 



Maintenance of assets 


Community halls 



Public amenities 


Public amenities 



Access to facilities 


LUMS 



Land management 


Planning and development 



Planning and dev 


Leave control 



Human resource man 


Appeals and complaints 



Logistical support 


Lurniture, Grass Cutting 




Capital Expenditure 

Equipment etc. 

100,000 

1,274,040 


Institutional 

transformation 





Capital Expenditure 

Office upgrade 


569,442 

Administrative Hub 
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WAY FORWARD 


STRATEGY FOCUS 

The strategic positioning of uMshwathi Municipality will be anchored on four core pillars to 
make the municipality and its people competitive and distinguishable from other municipalities 
of similar size. Our focus in the forthcoming years will be on the following key strategic areas: 

-i- growing the local economy to create sustainable job opportunities, reduce poverty and 
increase the revenue base of the municipality; 

■ 4 - addressing service delivery backlogs, meeting basic needs of the people, and free 
basic services; 

4 - improving educational attainment levels of the area and skills development of all 
people, especially the youth, women and other vulnerable groups; and 

4 - forging strategic partnerships with the District Municipality and other stakeholders to 
realize the vision of the Municipality 


Chapter 5 

Annexure A 
Annexure B 


Audit Report 

Annual Financial Statements 
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UMSHWATHI MUNICIPALITY 

ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 
30 JUNE 2009 


In terms of section 126 (1) of the Municipal Finance Management Act, I am 
responsible for the annual financial statements, which are set out on pages 1 to 33, 
and which 1 have signed on behalf of the munlcipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 
24 of these annual flnancial statements are within the upper limits of the framework 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public 
Officer Bearers Act and the Minister of Provincial and Local Government's 
determination in accordance with this Act. 





M.V. Cebekhulu 
MUNICIPAL MANAGER 


Date 
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Accounting Officer's Report 


0PERATIN6 RESULTS 

Details of operating results, classiflcation and object of expendlture are Induded In appendices C and D. A summary of the 
operating for the year under review Is set out hereunder 


Rate and General Services 

Expenditure 

Ordinary 

Capltal 


Income 

Assessment Rates 
Other 

Accumulated Surplus 

Surplu5/(Deftcit) for year 
Surplus brought forward 

Add : Transfer from Funds 

AFF 
NDR 

Contributions to bad debt 
Prior year adjustments 


2008/2009 2007/2008 


47,744,920 

0 

47,744,920 

11,167,779 

46,544,361 

57,712440 

9,967,220 


9,967,220 

0 

0 

0 

9,967,220 


58,307,024 

0 

58,307,024 

10,073,351 

33,468,979 

43,542,330 

'14,764,694 


-14,764,694 

0 

0 

0 

-14,764,694 


Less : Contiibutlons to Capital Outlay 

Contributions to Reserves 


0 


0 


9,967,220 


-14,764,694 


CAPITAL EXPENDITURE AND FINANCING 

2008/2009 2007/2008 

Expenditure 

Rate and Genera) Services 14,176,378 21,031,598 

Water Servlces 0 0 

Public Improvement Fund 0 0 

Housing Services 0 0 

14,176,378 21,031,598 


Fjnancing 

External Loans 7,553,619 13,693,065 

Grants and Subsidies 6,079,459 2,469,049 

Endowments 0 

Revenue Contributions to Capital Outlay 543,300 4,869,484 


14,176,378 21,031,598 


REVENUE 

Rates form 19.75% of the total Income of the munidpality, the remalnder of the Income is generated by grants and trading servlces, 

The Equitable Share recelved fom Natlonal Government forms the bulk of the munlcipalities Income amounting to R 24 779 644. 

Interest received on investments and the current amounts Is R 560 761 and interest on arrear accounts amounted to R 3 968 501, 

EXPENDITURE 

Employee costs amounts to Ri7.3 milllon and forms 37% of total expenditure of the municipallty, while repairs and malntenance amounted 
to R1 564 719 and forms 3% of total expenditure. 

Certain votes have been overspent and were as a result of unforseen expenditure and certain elements of Inadequate budget provlsion. 

WATER AND SEWER SERVICES 

The water and sewer assets and related provision for depredation has been written off the books of the Municipality. 


Accounting Officer 


Date 


27 August 2009 



UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

1 . BASIS OF PRESENTATION 

The Annual financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices (GRAP) and the Standards 
of Generally Accepted Municipal Accounting Practices (GAMAP) prescribed by the 
Minister of Finance in terms of: 

• General Notice 991 of 2005, issued in Government Gazette no. 28095 of 15 
December 2005 

• General Notice 992 of 2005, issued in Government Gazette no. 28095 of 7 
December 2005; 


The Standards comprise of the following: 


GRAP 1 

Presentation of Financial Statements 

GRAP2 

Cash Flow Statements 

GRAP3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP5 

Borrowing Costs 

GRAP 9 

Revenue 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Asset 


GRAP statements 4, 6, 7, 8, 10, 11, 14 and 16 have not been implemented since they 
do not affect the operations of the municipality. 

GRAP statements 18, 21, 23, 24, 26 and 103 are not being since they are issued but 
not effective. 

These accounting policies are consistent with those of the previous financial year 
accept for the exemptions that applied in the previous year. 

These accounting policies and the applicable disclosures have been based on 
Standards Of International Public Sector Accounting Standards (PSAS) issued by the 
International Federation of Accountants-Public Sector Committee, International 
Accounting Standards (lAS) issued by the International Accounting Standards Board, 
of Generally Accepted Accounting Practice issued by the South African Accounting 
Practice Boards and the South African Institute of Chartered Accountants’ Accounting 
Practice Committee. 

The principal accounting policies adopted in the preparation of these annual financial 
statements, which have been consistently applied. Assets, liabilities, revenues and 
expenses have not been offset except when offsetting is required or permitted by a 
Standards GRAP. 
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UWISHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

2. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand 

3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

4. HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 
107 of 1997). Loans from national and provincial government used to finance housing 
selling schemes undertaken by the Municipaiity were extinguished on 01 April 1998 
and transferred to a Housing Development Fund. Housing selling schemes, both 
complete and in progress as at 01 April 1998, were also transferred to the Housing 
Development Fund. In terms of the Housing Act, all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the 
Housing Development Fund. Monies standing to the credit of the of the Housing 
Development Fund can be used only to finance housing developments within the 
municipality area subject to the approval of the Provincial MEC responsible for 
housing. 

5. RESERVES 

5 . 1 Capital Replacemen t Reserves ( CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated 
surplus to the CRR in terms of a Council resolution. A corresponding amount is 
transferred to a designated CRR bank or Investment account. The cash in the 
designated CRR bank account can only be utilized to finance items of property, plant 
and equipment. The CRR is reduced and the accumulated surplus is credited by a 
corresponding amount when the amounts in the CRR are utilized. 

5.2 Capitalisatlon Reserve 

On the implementation of GAMAP/GRAP, the balance on certain funds, created in 
terms of the various Provincial Ordinances applicable at the time, that had historically 
been utilized for the acquisition of items of property, plant and equipment, have been 
transferred to a Capitalisation Reserve instead of the accumulated surplus in terms of 
a directive (budget circular) issued by National Treasury. The purpose of this Reserve 
is to promote consumer equity by ensuring that future depreciation expenses that will 
be incurred over the useful lives of these items of property, plant and equipment are 
offset by transfers from this reserve to the accumulated surplus. 

The balance in the Capitalisation Reserve equals the carrying value of the items of 
property, plant and equipment financed from the former legislated funds. When items 
of property, plant and equipment are depreciated, a transfer is made from the 
Capitalisation Reserve to the accumulated surplus. 
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UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

When an item of property, plant and equipment is disposed of, the balance in the 
Capitalisation Reserve reiating to such item is transferred to the accumulated 
surplus. 


5.3 Govemment Grant Reserve 

When items of property, piant and equipment are financed from government grants, a 
transfer is made from the accumulated surplus to the Government Grants Reserve 
equal to the Government Grant recorded as revenue in the Statement of Financial 
Performance in accordance with a directive (budget circular) issued by National 
Treasury. When items of property, plant and equipment are depreciated, a transfer is 
made from the Government Grant Reserve to the accumuiated surplus equal to the 
amount of the annual depreciation. The purpose of this policy is to promote 
community equity by ensuing that future depreciation expenses that will be incurred 
over the useful lives of government grant funded items of property, plant and 
equipment are offset by transfers from this reserve to the accumulated surplus. 

When an item of property, plant and equipment financed from government grants is 
disposed of, the balance in the Government Grant Reserve relating to such item is 
transferred to the accumulated surplus. 

5.4 Donations and Public Contribution Reserve 

When items of property, plant and equipment are financed from public contributions 
and donations a transfer is made from the accumulated surplus to the Donations and 
Public Contribution Reserve equal to the donations and public contributions recorded 
as revenue in the Statement of Financial Performance in accordance with a directive 
(budget circular) issued by National Treasury. When such items of property, plant and 
equipment are depreciated a transfer is made from the Donations and Public 
Contributions Reserve to the accumulated surplus. The purpose of this policy is to 
promote community equity and facilitate budgetary control by ensuing that sufficient 
funds are set aside to offset the future depreciation charges that will be incurred over 
the estimated useful life of the item of property, plant and equipment financed from 
donations and public contributions. 

When an item of property, plant and equipment financed from government grants is 
disposed of, the Donations and Public Contributions Reserve relating to such item is 
transferred to the accumulated surplus. 

6. PROPERTY, PLANT AND EQUIPWIENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation . 
Land is not depreciated as it is deemed to have an indefinite life. 

The cost of items of property, plant and equipment acquired in exchange for a non- 
monetary or monetary asset, or a combination of monetary and non-monetary assets 
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UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

is measured at its fair value .if the cost can not be measured at its fair value, its cost is 
measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalized when the recognition and measurement criteria 
of an asset are met. 

The GRAP Standard on Impairment of Assets is applied to determine whether an item 
of property, plant and equipment need to be impaired. 


Depreciation is calculated based on cost, using the straight-line method over the 
estimated useful lives of the assets. The annual depreciation rates are based on the 
following estimated asset lives:- 



YEAR 

OTHER 

YEARS 

Infrastructure 




Roads and Paving 

30 

Buildings 

30 

Pedestrian Malls 

30 

Air Conditioners 

5 

Electricity 

20 

Other Vehicles 

5 

Housing 

30 

Office equipment 

5 

Street Lights 

25 

Furniture and Fitting 

10 



Radios 

5 



Robots 

10 

Community 


Other items of plant and 
equipment 

3 

Buildings 

30 



Security 

5 




The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognized in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than 
the estimated recoverable amount, it is written down immediately to its recoverable 
amount and an impairment loss is charged to the Statement of Financial Performance. 


7. FINANCIAL INSTRUMENTS 


Financial Instruments, which include fixed deposits and short-term deposits invested 
in registered banks, are stated at cost, 

Where investments have been impaired, the carrying value is adjusted by the loss, 
which is recognized as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is charged or credited to the Statement of Financial Performance. 


58 




UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

Debtors have not been discounted as required by lAS 39 since the bulk of the debtors 
are rates debtors. Only 4% of the total debtors are services debtors, namely for 
refuse. 


8. INVENTORIES 

Consumable stores, raw materials, work-in-progress and finished goods are valued at 
the lower of cost and net realizable value. The basis of determining cost is the 
weighted average method. 

Unsold properties are valued at the lower of cost and net realizable value on a 
weighted average cost basis. Direct costs are accumulated for each separately 
Identifiable development. Costs also include a proportion of overheads costs. 

Redundant and slow-moving inventories are identified and written down from cost to 
net realizable value with regards to their estimated economic or realizable values. 

9. ACCOUNTS RECEIVABLE 


Accounts receivable are carried at anticipated realizable value. An estimate is made 
for doubtful receivables based on a review of all outstanding amounts at year-end. 
Bad debts are written off during the year in which they are identified. Amounts that are 
receivable within 12 months from the reporting date are classified as current 


10. TRADE CREDITORS 

Trade creditors are stated at their nominal value. 


11. BORROWING COSTS 

Borrowlng costs are recognised as an expense in the Statement of Financial 
Performance. 
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UMSHWATH! MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 


12. REVENUE RECOGNITION 
12.1 Revenue from exchange transactions 

Service charges relating to refuse removal are recognized on a monthly basis in 
arrears by applying the approved tariff to each property. Tariffs are determined per 
category of property usage, and are ievied monthly based on the number of refuse 
containers on each property, regardless of whether or not all containers are emptied 
during the month 

Interest and rentals are recognlzed on a time proportionate basis. 

Revenue arising from the application of the approved tariff of charges is recognized 
when the relevant service is rendered by applying the relevant gazetted tariff. This 
includes the issuing of licenses and permits. 

Income for agency services is recognized on a monthly basis once the income 
collected on behalf of agents has been quantified. The income recognized is in terms 
of an agency agreement. 

Finance income from the sale of housing by way of installment sales agreements or 
finance leases is recognized on a time proportionate basis. 

Revenue from the sale of goods is recognized when the risk has passed to the 
consumer. 

Revenue from public contributions is recognized when all conditions associated with 
the contribution have been met or, where the contribution is to finance property, plant 
and equipment, when such item of property, plant and equipment is brought into use. 
Where public contributions have been received but the municipality has not met the 
condition, a liability is recognized. 


12.2 Revenue from non-exchange transactions 

Revenue from property rates is recognized when the legal entitlement to this revenue 
arises. Collection charges are recognized when such amounts are legally enforceable. 
Penalty interest on unpaid rates is recognized on a time proportionate Basis. 
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UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 

Fines constitute both spot fines and summonses. Revenue from spot fines and 
summonses is recognized when payment is received. 

Donations are recognized on a cash receipt basis or where the donatlon is in the form 
of property, piant and equipment, when such items of property, plant and equipment 
are brought into use. 

Contributed property, plant and equipment are recognized when such items of 
property, plant and equipment are brought into use. 

Revenue from the recovery of unauthorized, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the Municipal 
Finance Management Act {Act No. 56 of 2003) and is recognized when the recovery 
thereof from the responsible Counciliors or officials is virtually certain. 

13. CONDITIONAL GRANT AND RECEIPTS 

Revenue received from conditional grants and donations is recognized as revenue to 
the extent that the Municipality has complied with any of the criteria, conditions or 
obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligation have not been met, a liability is recognized. 

14 PROVISIONS 

Provisions are recognized when the Municipality has a present or constructive 
obligation as a result of past events and it is probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting sheet 
date and adjusted to reflect the current best estimate. Non-current provisions are 
discounted to the present value using a discount rate based on the average cost of 
borrowing to the municipality. 

15. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and with banks. Cash equivalents are short- term highly 
liquid investments that are held with registered banking institutions with maturities of 
six months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise 
cash on hand, deposits held on cal! with banks and investments in financial 
instruments, net of bank overdraft. 

Bank overdrafts are recorded based on the facility utilized. Finance changes on bank 
overdraft are expensed as incurred. 
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UMSHWATHI MUNICIPALITY 

ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2009 


16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that 
is not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 
2003), Unauthorised expenditure is accounted for as an expense in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 

17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No 56 of 2003), the Municipal System Act (Act No. 32 2000), 
the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
Municipality’s supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. Fruitless and wasteful 
expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

19. COMPARATIVE INFORMATION 

19.1 Current Year Comparatives 

Budgeted amounts have been included in the annual financial statements for the 
current and previous financial years 

19.2 Prior Year Comparatives 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are reclassified. 
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uMSHWATHI LOCAL MUNICfPALITY 
STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2009 

Note 2009 2008 

R R 


ASSETS 

Non - current assets 
Property , plant and equipment 
Long term recejvables 

Current assets 
Consumer debtors 
Other debtors 

Current portion of long term debtors 
Value added tax 
Call investment deposlls 
Bank balances and cash 

Total Assets 

Non - current liabilities 
Long term liabilities 

Current (iabilities 
Creditors 

Unspent conditional grants and receipts 
Bank overdraft 

Current portion of long term liabilitles 

Tota! Llabilitres 

Net Assets 

NET ASSETS 

Net assets 

Houslng Development Fund 
Capitai Revaluation Reserve 
Accumulated surplus 



70,902,733 

53,677,278 

10 

70,581,651 


53,385,164 

13 

321,082 


292,124 





25,250,134 


19,626,267 

15 

17,962,870 


8,752,932 

16 

1,663,291 


4,663,079 

13 

107,027 


97,374 

8 

240,970 


1,826,984 

17 

5,163,002 


4,283,553 

30 

112,974 


2,345 


96,152,867 73,303,545 



37,281,944 29,040,935 


58,870,923 44,262,610 



58,870,923 44,262,610 


63 













uMSHWATHi LOCAL MUNICIPALITY 
STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2009 


BUDGET 


ACTUAL 


2008 

2009 REVENUE 

Note 

2009 

2008 

10,056,895 

1 1,979,663 Property rates 

19 

11,167,779 

9,656,748 

100,000 

300,000 Property rates - penalties Imposed and colfection charges 


864,349 

413,392 

2,078,674 

1,000,000 Servlce charges 

20 

1,345,547 

621.505 

190,000 

300,000 Rentaf of facilUies and equlpment 


141.953 

167,323 

1,500,000 

750,000 Interest earned - external Investmenls 


660,761 

734,695 

1,750,000 

1,750,000 Interest earned - outstandlng deblors 


3,968.501 

2,692,239 

301,000 

751,000 Fines 


186,183 

488,487 

1,320,000 

2,375,000 Income for agency servlces 


1.614.029 

1,596,558 

19,746,000 

26,938,000 Government grants and subsidies 

21 

29,477,800 

26,304,204 

271683 

1,260,000.00 Olherincome 

22 

355,187 

450,576 

0 

MIG Funding 


8,030,051 


37,314,152 

47,403,663 Total Revenue 


67,712,140 

43,025,727 


EXPENDITURE 




15,842,177 

18,321,088 Employee related costs 

23 

17,289,728 

14,763,040 

3,750,700 

4,125,000 Remuneration of Counciilors 

24 

3,660,057 

3,206,651 

0 

Bad debts 



13,120,394 

200,000 

Colleclion costs 


324.874 

197,712 

1,593,400 

1,250,000 Depredation 


2,913,980 

5,648,350 

1,214,500 

2,370,000 Repalrs and maintenance 


1,564,619 

877,586 

1,000,000 

2,600,000 Interest pald 

25 

2,335,911 

667,809 

4,340,000 

Contracted services 


1,244.547 

4,646,919 

13,407.375 

18,787,500 General expenses 

32.7 

16,570.670 

15.178.663 

0 

Loss on disposa! of property.plant and equlpment 


97,022 



50,000 Contributjon to Reserves 


139.706 



Feasibility Study 


1,603,807 


41,348,152 

47,403,588 Total Expenditure 


47,744,920 

58,307,024 






-4,034,000 

75 Surplus/(Deficit) for the year 


9.967.220 

(15,281,297) 


Refer to Appendix E .1 for explanation of varlances 
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uMSHWATHi LOCAL MUNlCiPALlTY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2009 



Note 

2009 

2008 



R 

R 

CASH FLOW FROM OPERATiNG ACTIVITIES 




Cash receipts from ratepayers.government and other 


51,742,828 

39,468,302 

Cash paid to suppliers and employees 


(41,202,699) 

(39,977,626) 

Cash generated from (utilised in ) operations 

29 

10,540,129 

(509,324) 

Interest received 


560,761 

734,695 

Interest paid 


(2,335,911) 

(667,809) 

NET CASH FROM OPERATING ACTIVITIES 


8,764,979 

(442,438) 

CASH FLOWS FROM INVESTING ACTIVITIES 




Purchase of property.plant and equipment 


(14,176,378) 

(21,205,466) 

Purchase of housing infrastructure 




Proceeds on disposal of property.plant and equipment 


171,000 


(Increase) decrease in investment properties 




(Increase) decrease in non - current receivables 


(38,621) 

116,645 

(Increase) decrease in non - current investments 




(Increase) decrease In call investments 


(879,449) 

3,367,481 

NET CASH FROM INVESTING ACTIVITIES 


(14,923,448) 

(17,721,340) 

CASH FLOWS FROM FROM FINANCING ACTIVITIES 




New loans raised (repaid )/Other Capital Receipts 


8,204,948 

17,426,557 

Increase (decrease ) in consumer deposits 


(152,722) 

(139,199) 

Increase (decrease ) in short term loans 




NET CASH FROM FINANCING ACTIVITIES 


8,062,226 

17,287,358 

NET INCREASE (DECREASE ) IN CASH AND CASH EQUIVALENTS 


1,893,757 

(876,420) 

Cash and cash equivalents at the beginning of the year 


(1,780,783) 

(904,363) 

Cash and cash equivalents at the end of the year 


112,974 

(1,780,783) 



1,893,757 

(876,420) 
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uMSHWATHf LOCAL MUNIOPAUTY 

NOTES TO THE FJNANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 

2009 2003 


1 HOUSING DEVELOPMENT FUND 


Houslng Development Fund 
Unappropriated Surplus 

Loans extinguislied by Govemnnent on 1 April 1993 



2.993.657 

3,017.659 

The Houslng Devetopment Fund Is represenled by the folkw/sng assels and liabllitjes 

Properly,p!ant and equlpment ( see note 10 ) 

Housing seliing scJieme loans ( see note 13 ) 

428,109 

389,488 

Housing rental and tnstatment debtors ( see note 15 ) 

955,618 

791,844 

Debtors - Department of Housing 

165,332 

165,332 

Bank and cash 

1.444.598 

1,670,995 

Sub - total 

2,993,657 

3.017,659 

Creditors _ . , 

Tolal Housing Oevelopment Fund Assels and UatKlities 

2.993.657 

3.017.659 

2 LONG TERM LIABIUTIES 

Capitailsed lease tiabiTity 

521,526 

- 

Extemat loans 

24.034.924 

17.426.557 


24,558,450 

17,426.557 

Less current portlon transferred to current liabllitres 

(1.855,179) 

(1.323.754) 

22.701.271 

16,102,803 

3 NON - CURRENT PROVISIONS 

- 

- 

4 CONSUMER DEPOSITS 

- 


6 PROVISIONS 

- 

- 

6 CREDITORS 

Trade credilors 

4,610,748 

1,947,356 

Accfued tnlerest- exlemal loan 

429,891 

242.507 

Staff leave 

881,730 

809,134 

VAT provision 

603,982 

304,400 

Payments in advance 

641,904 

818,881 

Sundry loans 

70,128 

116,647 

Retention payabte 

103,898 

103,898 

Deposits olher 

3,304 

3,304 

OOier creditors 

152,722 

147,944 


7.498.307 

4,494,071 

7 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

7.1 Condilional grants from other spheres of government 

5,227.187 

5,337,179 

Total conditiona! grants and receipls 

5.227,187 

5.337,179 

MIG 

3,509,596 

1.656.431 

Distfict: Tourism 


100,000 

General Grant 

68,025 

492,300 

MAP 

104.280 

241,080 

Indigent Supporl 


148,897 

DPLG 

236,838 

967.333 

LED 


500,000 

FMG 

1,316.649 

735,197 

MSIG 


495,941 


5,227,188 

5,337,179 

8 VAT 

VAT refundabte 

240,970 

1,826,983 


VAT H payabfe on the recelpts basls 
9 SHORT TERM LOANS 
10 PROPERTY.PLANT AND EQUIPMENT 
3a'Jurv2009 


Reconclliation of carrylng valoe 

Carrying vaiue al 1 July 2008 

Cost 

Rcvaluation 

Accumulaled depreclation 
-Cosl 

- Revaluallon 

Land and 
Buildings 

32,022,769 

(1,881,464) 

Infrastr- 

ucture 

28,936,747 

(9,728,610) 

Olher 

4,792,794 

(757,082) 

Housing 

Tota! 

65,752,310 

(12,367,156) 


30.141.305 

19,208,137 

4,035,712 

- 

53,385,154 

Acciulsitions 

3,149,426 

1,183.901 

722,062 


5,055,389 

Capita! under constructiori 

4,358.203 

4,762,786 



9.120.989 

Revaluation; Cost 

5,563,446 

600,029 

(844,303) 


5,319,172 

Revaluation; Deprecfation 

(1,241,195} 

1,884,833 

239,313 


882,951 

Depreciatfon 






- based on cost 

(856,170) 

(1,116,484) 

(941,328) 

- 

(2,913.982) 

- based on revaiuabon 






Canryfng vafue of disposals 






Cosl/reva!uab‘on 



(446.703) 


(446,703) 

Accumutaled depreciabon 



178.681 


178,681 


67 



uMSHWATHl LOCAUMUNICIPALrTY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDEO 30 JUNE 2009 


Carrying value at 30 JUNE 2009 

Cost 

Revaluation 

Accumuiated deprecfation 
-Cosl 

- Revaluafion 

39,530,395 

5,563,446 

(2.737,634) 

(1.241.195) 

34,883,434 

600,029 

(10,845.094) 

1,884.833 

5,068,153 

(665,622) 

(1,698,410) 

239.313 


79.481,985 

5,319,172 

{15.102,457) 

882.951 


41.115.015 

26.523.202 

2.943.434 

- 

70.581.651 

Reconciliation of carr^ng vafue 

Land and 

Infrastr- 

Other 

Houslng 

Total 


Buildlngs 

ucture 




Canying vafue at t July 2007 






Cosl 

16,631.526 

27,536,814 

4,634,176 


48.602.516 

Revakiabon 






Accumulated depredafion 






♦Cost 

(1.368.985) 

(9,662,511) 

(2,139,413) 


(13.070.909) 

- Reva’uation 







15.262.541 

17,974,303 

2,494,763 

- 

35,731.607 

Acquisitlons 

6,278.751 

3,764,742 

2,126,491 


12,169,984 

Caplla! under conslmction 

9,191,364 

553,101 



9,744.465 

Add BackWater Assets 

190,060 

4,393,019 

549,952 


5,133,031 

Increases (decreases ) In revatuation 






Depredallon 






- based on ccst 

(613,393) 

(3.899,464) 

(1,135,494) 


(5,648,351) 

- based on revafuaUon 






Carrylng value of disposals 






Cost/revaluation 

(268,932) 

(7,310,929) 

(2,517,825) 


(10,097,686) 

Accumufated depreciatlon 

100,914 

3,733.385 

2,517,825 


6,352,104 

Carrying vafue at 30 JUNE 2008 






Cost 

32,022,769 

28,936,747 

4,792,794 

- 

65,752,310 

Revaluafion 






Accumufated deprecfation 






-Cosl 

(1,081.464) 

(9,728,610) 

(757.082) 

- 

(12,367,156) 

- Revaluation 







30,141.305 

19.208,137 

4,035,712 

- 

53.385.154 

Referto Appendix B for more detail on pfoperty,p!ant and equipment 





Assets Under ConstrucHon: 






ElecUificatSon 




950,859 


D75 Road 




1,209,768 

507,501 

Mbeka Road 




2,032,537 

- 

D40 Road 




290,550 

- 

P423 Road 




279,072 

- 

Ndundwini Creche 




40,623 

- 

NtuMra Creche 




33,663 

- 


Thusong Centre (MPCC) 
Gu|ni Creche 

Gobizembe Communrty Hall 
Gqugquma Comfnunity Hafl 
Nkuluieko Communily Hall 
Estea Community HaU 
Thokozane Community Hall 
Thokozane Sportsfield 
Efaya ComnHinity Hafl 
Manbedtvenl Communlty Hafl 
Mbava Communlty HaH 
Trust Feed Community Hall 
Mpotwenl Commumty Ha5 
Extenslon of MunfcIpaJ Offtces 


86.664 

264.944 

1,106.366 

1,685.649 

132.522 

1.005J72 


9,120,989 


115,101 

233,543 

878.499 
186.560 
219,906 

45.600 

727.499 
734.170 
747,512 
889,722 
231.070 

4.227,782 

9,744,465 


11 INVESTMENT PROPERTY 
Valuation 

12 INVESTMENTS 
Long term 


13 LONG TERM RECEIVABLES 


Housing loans 

Less: Short term portion transferred to Sundry 


428,109 

389,488 

Deblors 

14 INVENTORY 

- 

(107.027) 

321.082 

(97.374) 

292,114 

15 CONSUMER DEBTORS 

Balances at 30 June 2009 

Gross 

Provlsion for 

Net 


balance 

doubtful debts 

batance 

Service debtors 

1.060.273 

812,188 

248,085 

Rates 

12,700,111 


12,700,111 

Houslng 

969,554 


969.654 

Other 

12,416,766 

8,371,646 

4,045,120 

Total 

27,146.704 

9,183,834 

17.962.870 

Batances at 30 June 2008 

ServicB debtors 

619,449 

507,962 

111,487 

Rates 

6,654,921 

- 

6,654,921 

Houslng 

791,844 


791,844 

Other 

7,623,022 

6,428,342 

1.194.680 

Tota! 

15.689.236 

6.936.304 

8.752,932 
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2009 2008 


Rates: Agelng 

Curenl (0-30 days) 

1,311,470 

1,340,927 

31 - 60 days 

884,754 

872.369 

61 to 90 days 

819,806 

767,186 

91 - 120day8 

768.093 

457,152 

121 days and over 

8.916,988 

3.211,287 

Tolal 

12,700.111 

6.654,921 

Refuse and olher : Age'ng 

Cunrent (0-30 days) 

1,030,040 

840.685 

31-60 days 

676,049 

335,128 

61 to 90 days 

670,197 

300,846 

91-120 days 

538,209 

334,578 

121 days and over 

11,532,098 

7.223.098 

Tolai 

14.446.593 

9.034,315 


27.146.704 15.6S9.236 


The comparative figure for the rales debtors has been restated to take Inlo account the reducdon In rates raised after the adjuslmenls for 
successfut objecttons. 

The doubtful debls provtsion is based on the agelng of Oebtors. Coundfs policy fs to 
provide for a11 debls outsalndlng for 120 days or longer. However ihe provision for rales 
Is much tower because. of the aoimtnfon rand over 120 days, govemment dcpartmenls 
are o^ving 7.907 miilion rand whlch Is genuinely recoverabie. 


18 OTHERDEBTORS 


Dlsthct Municipaiity 

220,204 

2,812,104 

Thokazane housing 

1,738,745 

1,392,192 

Counciilors 

30.752 

144,633 

Department of Kousing 

165.332 

165,332 

Other 

149,228 

795.786 

Total otherdeblofs 

2,310,259 

5,310,047 

less: Provision for doubtful debls 

646.968 

646,968 


1.663.291 

4,663,079 

17 CALL JNVESTMENT DEPOSITS 

Other deposits 

5,163,002 

4.283.553 

5,163,002 

4.283.553 


Inveslmenls are 32 day and for 90 day money market accounts. A call accounl is also held in which the equilabte sharo Is transferred 
when received. Funds are transferred from the caH accounl as arxJ wtien required. 


1 8 BANK.CASH AND OVERDRAFT 8ALANCES 

The Municipality has the foHo^ving bank accounts: 

Current account (Primary bank account) 

Fifsl National Bank - 
Accpunt number - 62025429232 

Cash book baiance at beginnlng of year { overdrawn ) 
Cash book baiance at end of year 

Bank slatement balance at beginning of year 
Bank statement balance at end of year 


(1,783,128) 

361,459 

127,910 


(900,708) 

(1,783,128) 

726,986 

361,549 
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19 PROPERTY RATES 


Agricultura! 

RestdenUa} 

Commerclal 

PubUc service infrastAJcture 

Slate 

Other 

Total assessment rates 


4,166.891 

2,163,395 

1,221,123 

3,161,130 

465,240 


3,359,040 

2,038,188 

1,055,168 

2.737,775 

365,381 

1,196 

9,566,748 


Valuations 

Agricultural 

ResldenUal 

Ccmmcfclal 

PubStc service infrastructure 

State 

Other 

Total property vatuatons 


1.815.124.000 

284.634.000 

161.170.000 
425,881,000 

44.007.000 

13.353.000 
2.724.149.000 


1.885.709.100 

290.751.000 

114.892.000 

425.861.000 

49.732.000 

18.696.000 

2.586.641.100 


Tbe comparalive figure for the rates income has been reslated to take into account the reducUon in rales jncome afler the adjustments for 
successful objectlons. 

20 SERVICE CHARGES 

Refuse removai 1 .345,547 62 

Waler, seAer and other charges : 


21 GOVERNMENT GRANTS AND SUBSIDIES 

Equilable share 
Clinlc subsidy 
Conditional grants uU^sed 

Refer Appendix F 


24,779,644 

0 

4,698,156 

29.477.800 


19,353,236 

3,762 

6,947,216 

26.304.204 


22 OTHERINCOME 

Fees; Pholocopies 
Fees: Rates Clearance 
Agency Fee (UMOM) 
InteresL* Currenl Account 
Fees 

Community Ha!} 

Motor Licencing 
Malntenance 
Cemetery 
Poslal Servlce 


23 EMPLOYEE RELATED COSTS 

Employee related costs - salaries and wages 

Empfoyee related costs - contributions to UiF.pension and medical cosls 
Travel.vehlcle.accommodalion.subsistence and olher aflowances 
HtHJsing benefits and allowances 
Overbme payments 
Performance bonus 

SldSs Levy/Proleclive Clothlng/Bargaining CoufKil 
Sub-total 

Less:Emp!oye© costs aliocated to Property.Plant and Equlpment 
Less;Employee cosls incfuded in olher expenses 
Total empfoyee related costs 

There were no loans to employees. 


13,381,056 

2,295,055 

920.727 

34,669 

420,229 

231,992 

17.289,728 


10,852.586 

1,856,011 

1,002,444 

21,925 

500,412 

529,662 

14,763.040 


Remuneration of the MunidpaJ Manager 

Annual remuneration 

Bonus 

Car ailowance 

ContribuUons lo Medlcal and Pension Funds and UtF 


70 



uMSHWATHI LOCAL MUNICIPAUTY 

NOTES TO THE FINANCJAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


Remuneralion of the Chief Financial Officer 

Annual remuneration 

Bonus 

Car atlowarvce 

Conlnbulions to Medlcal and Pension Funds 

Remunefation of other managers 
30-Jun*2007 


Annual remuneration 
Bonus 

Car allowance 

Conlnbutions to Medical and Pension Funds 

30-Jur>-2009 
Annua! remuneration 
Bonus 

Car alla.vance 

Conlributions to Medical and Pensfon Funds 
24 REMUNERATION OF COUNCILLORS 
Mayor 

Deputy Mayor 
Speaker 

Executivo commiltee members 
Counctllors 


In - Idnd benefits 

TTte Mayor has use of a Council owned vehicle as weH as an offce 
for official duties 

25 INTEREST PAtD 
External loans 
Finance leases 

26 BULK PURCHASES 
Electriclty and water 

27 GRANTS AND SUBSiDlES PAID 

There were no grants and subsldies paid by Ihe municlpanty. 

28 GENERAL EXPENSES 

There were no Extraordlnary and/or unforeseen e)^enses 

29 CASHGENERATEOBYOPERATtONS 

Surplus {deficit ) for the year 
Deficit - Housing operatlng accounl 
Aiiuslment for : 

Prior year 
Depredation 

Galn on dlsposaf of property.planl and equipmenl 
ContribuUons to provislons' non-current 
Conlributions to provlslons - current 
Contributions to bad debt provision 
Investment tncome 
tnterestpald 

OperaUng defidt before working capital changes 

(Itncrease) decrease in consumer debtors 

(ilncrease) decrease tn other debtors 

(Hncrease) decrease In VAT deblor 

Increase (decrease ) in condittonaJ grants and recelpls 

increase {decrease ) in credltors 

(Kncrease) decrease tn current portlon of long term deblors 


2009 2008 

500,000 440,000 


Corporale 

Ser^es 

240.000 

110.000 

500.000 

440.000 

Technlcal 

Services 

254400 

85800 

59.800 

Community 

Services 

350000 

350.000 

400,000 

350.000 

450,000 

279,840 

450.000 


85,800 



84.360 


450.000 

450.000 

450.000 


534,681 

465.680 

238,199 

201,510 

238,199 

200,634 

447,870 

379,180 

2,201,108 

1,959,547 

3.660,057 

3,206,551 


2,335,911 

667,609 

2,335,911 

667.809 


9,967.220 

(15,281,297) 

(24,002) 

(265,774) 


5,604,375 

2,913,980 

5.648,350 



13,120,395 

(660,761) 

(734,695) 

2.335.911 

667,809 

14,632,348 

8,738,183 

(10,276,180) 

(7,309.897) 

2,999,788 

(3.378.076) 

299.582 

(1.548,328) 

(109,992) 

455,533 

3,004,236 

2,547,194 

(9.653) 

(13,914) 

10.540,129 

(509,324) 


The comparalive figure for the defidt has bean restated to take Into account the reducb'on in rates HKome after Ihe adjuslmsnts for 
successful objections. 
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uMSHWATHI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 ,^UNE 2005 


30 CASH ANO CASH EQUIVALENTS 

Cash and cash equlva'ents included in the cash flov/ slatemenl compnse the 
folloviing amounts: 

Bank baiances and cash 
BanK overdrafl 


31 RELATED PARTY TRANSACTIONS 


and certain pubrK: meelings. 

S. S. Zondi 

T. l, Gabela 
R. Mungroo 


17,800 

7.000 

600 


Nev/Hanover 317,310 

31.3 Enlertainment duhng the KwanaJoga Games was provided by Tom Master SkjHs a comps 

Tom Mastcrskrils 500 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

32 32,1 Contrlbutlons to organlsed locat governmcnt 

Openlng balance 
Counc3 contributions 
Amounl paid ♦ cunenl year 
Amount paid - previous years 
Satance unpaki { included in credjlors ) 

32,2Audltfees 

Openlng balance 
Current year audit fee 
Amount pakt current year 
Amount paid - previous years 
Balance unpaid ( includ^ in credrtors ) 

32.3 VAT 

Opening balance 

Current year outpul VAT 

Current year input VAT 

Amounl paid - current year 

Amount refunded by SARS - cun-enl 

Amounl due by SAHS - inctuded tn debtors 

All VAT returns have been submitled by the due dato. 


32.4PAYeandUIF 
Qpening balance 

Currenl year payroll deducBons and Council UIF conlributions 
Amount paid - current year 
Amount paid ' prevfous years 
Balance unpaid { included in creditors ) 

32.5 Penslon and medlcal ald deductlons 

Opening balance 

Current year payroll deductlons and Council conlribuUons 
Amounl paSd - currentyear 
Miount pasd * previous years 
Balance unpaid { included in credilors ) 


2009 

2008 

2,345 

2,345 

224,619 

(1.783,128) 

227,164 

(1.780.783) 

i during the Kwanafoga games 

grass cutting function in 


by Councillof D A Ndlela. 


82,502 

82,502 

82,502 

82,502 

737,728 

940,289 

1,826,984 

1,111,459 

(1,861,689) 

(568,036) 

3,309.896 

1,907.265 

(3.034,218) 

{623.704) 

240,973 

1.826,984 

2,177.842 

1,679,623 

2,177,842 

1,679,623 

3,260,237 

2.724.628 

3.260,237 

2,724.528 
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uMSHWATH! LOCAL MUNlCjPALITY 

NOTES TO THE FINANCJAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2009 


32.6 Counclllors arrear consumer accounts 


2009 2008 


No Councinors had arrear accounls outslanding for mora than 90 
days as at ; 


30 June 2008 

Tolal 

Oulstanding 

Outstanding 



less than 

more than 



90 days 

90days 


30 June 2009 

Total Outstandlng 

Oulslanding 


less than 

more ihan 


90 days 

90days 

32.7 General Expenses: Detall 

Advertlsemenls 

160.539.28 

260,249 

Audit Fee: Extemal 

737,727.72 

940,289 

Bank Charges 

48,658.55 

51,540 

ChemJcals and 03 Dispersanls 

269.08 

- 

Communlcation: Budgel Process 

621,959.56 

528,374 

Conditional Granl Expenditure 

- 

642,678 

Conferences & Semnars 

65.744.61 

78.037 

Consuiting Fees 

474,680.29 

- 

Enlertajnment 

38,338.06 

22,200 

Environmental Management Plan 

- 

17,789 

FBS & F8E 

568,302.04 

469,890 

Fuel and Lubricants 

11,911.13 

- 

HIV/AIOS 

638,161.82 

46,801 

Hospitaiity 

50,588.59 

54,061 

Houslng Plan 

124,239.64 

55,704 

IDP Ravlew 

201,971,64 

119,384 

Informabon Technology 

621,513.07 

- 

InsUtutiona! Plan 

- 

55,492 

Insuranco 

187,081.58 

278,169 

IntemaJ Audlt 

152,100.00 

- 

Land Usa Management Systems 

- 

34,693 

Law Enforcement 

42,011.73 

20,747 

Leave ProvJslon 

- 

670,746 

LED Projecls 

1,226,229.54 

2,924.780 

Legal Expenses/Bylaws 

352.126.67 

566,307 

Levy; Research 

9,940.43 

4,861 

Licences 

171.00 

7,330 

Lost Books 

130.53 


Machinary Cosls 

18,001.55 

- 

Matenais 

175,911.36 

59.682 

Medical SuppUes 

22,403.37 

24,343 

Office Eqoipment 

2.931.79 

- 

Pauper Bun'als 

58,876.91 

45,451 

Plant Hire 

35,673.43 

9,247 

PMS Revle'W 

105,870,82 

- 

Postage & Slamps 

56,766.69 

124,404 

Pflnting and Stationery 

343,778 

427,614 

Project Hand Overs 

28,367 

- 

Purchases: Eleclncity 

487.935 

305,261 

Purchases: Waler 

1,858 

1.573 

Refreshments 

77.967 

113,048 

Refuse Removal 

583.578 

- 

Renlal: Copiers 

405,268 

365,703 

Road Slgns 

15,799 

2,859 

Sector Plans 

- 

8,838 

Secufity 

1,432,673 

17,291 

Smali Scale Disasters 

19,496 

Soclal Empowerment 

123,922 

206.320 

Spatial Developmenl Framewotlt 

- 

16,642 

Spedal Pfojects 

1,033,707 

285,023 

Sports Promotlon 

294.962 

390,677 

Subscnptions 

116,041 

131,047 

Subslslance and Traveltlng 

1,306,553 

1,244,497 

Sundnes 

15.679 

73,752 

Telephones 

1,059,530 

1,294,747 

Tools 

3,031 

- 

Town Plannlng 

101,313 

90,316 

Training 

387,241 

330,945 

TransporWehlcIe Cost 

1,220,319 

1,048,971 

Valuation Fees 

489,153 

375.402 

Ward Committees 

250.554 

- 

Waler Quality Monitonng 

10,645 

9,451 

Wofkmans Compensation 

20,403 

Youth Desk 

52,420 

305,138 


16,570,670 

15,178,663 
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uMSHWATH) LOCAt, MUNICiPALiTY 

NOTES TO THH FINANOAL STATEMENTS FOR THE YEAR ENDEO 30 JUNE 2009 


33 CAPITALCOMMITMENTS 

Commitmenls in respect ot capital expenditure: 

- approved and cont/acted for 

tnfrastructure 
Land and buiWings 
Refusedlsposalsite 
Taxi rank 
Community 

VehlcJes and equipment 

- approved bul nol yet contracted for 

Infrastnjcture 
Land and buildings 
Ta>d rank 

Refuse dtsposa) site 
Communlty 

VehicJes and equipment 


Thls expenditure witl be financed from 

- capital reptacementreserve 
* govemment grants 

- extema) loans 


2009 

2008 

4,261,073 

2.496,899 

472,218 

725,712 

7.994.894 

10,400,000 

28.227,331 

5,981,330 

9.870,000 

1,681.000 

21,368,121 

50.742.341 

1,695,712 

4,261,073 

15.411.336 

3,301,000 

20.319,830 

27.121.511 

21.388.121 

50.742.341 


34 RETIREMENT BENEFIT (NFORMATiON 

Certaln Councniors and Certaln employees belong lo defined benefit plan of ihe NalalJoint Su per annualion and 
Retirementfunds, and theMunlcipal Councniors'Pension Fund. Employeas of uMshwalhi make up less 
1 % of the lotal members of ihe funds. oMshwathrs liabHfty in these funds could not be detemnlned owing 
ma’nly to ihe the assels not being allocated lo each MunicJpalrty and one sel of financials being prepared 
for each fund and not per munlcipality. These funds are subject to a triennial acturial vatuatlori, The last 
vakjation was performed in 2005. 

Current Year’s Conlributjon 3,260,237 

34.1 SUf^RA^UAtlON FUND 

The actuaria! vafue of lolal assels v/as R121,7 rrBirton more than the actuaria! 
vafue of the Ilabiljties for servlce of members to that date and for pensioners, 
macfe up as fo^vs 

34.1.1. sufplus of R 210 miUion tn respect of pensloners (funding leve! 11 9,4%) 

34.1.2. deficU of R 88.3 mSlion In respectof members (funding level 95 %) 

34.1.3. the fund was thus 104,3% funded 

34.1.4. the fund dtd not ho!d an Investment reserve. 

34.1.5. the tota! contribution rate payable, Inctuding the surcharge by and on 
behaff of members, exceeded Ihat requlred forfuture service by 1 ,41% 
of member's penssonable emoluments 

34.1.6. An additionai conlribulion by way of a surcharge amounting to 6% of 
salaries is currentfy in place to fund the defjciLThis surcharge will reduce to 
4,5 percenl with effectfrom 1 JuJy 2007. 

34.2 RETIREMENT FUNp/ N ■ ' ^ 

The actuarial vaiue oftotal assels was R140,9 miltion less ihan the acluarial 
value of the RabMes for senrice of members to that dale and for pensloners. 
made up as folfows 

34.2.1 . surplus of R63.4 miHionin respect of pensloners (funding level 1 16,2%) 

34.2.2. deficit of R204.3 million In respect of members (funding level 73,0%) 

34.2.3. the fund was thus 87,7% funded 

34 2.4. the fund did not hold an Investment reserve 

34.2.5. tha tolaj contirbution rate payable {fncluding the surcharge of 14% 

payable joinliy by pre-1 July 2002 members and by employers on Iheir 
behalf) cxceeded Oial required for future service by 12,59% of members 
pensionable emohJmenls.Thls should be sufficienl lo eUmlnate deflclt by 
2010 provided Ihat salary tncreases do not exceed CPIX p!us 0,6 %, 


2,724,528 


35 CONTINGENT LIABIUTIES 
There aro no contingenl liabilitJes 

36 FRUITLESS and WASTEFL EXPENOITURE 

37 IRREGULAR EXPEN01TUR6 

The due SCM process was not foHowed In the appotntment of Ihe IT consuflanL The consultant 

was Inltially appoinled to asslsl in an emergency and his appolnlment lo provlde IT servlces on an 

an on-golng basis was molivated by the former chief financlat officer. 498,415 

Three quotatlons were not obtained for the following expenditure: 


Transpoft Hlongwane Taxis 

3,900 

- 

Training: Endless Horizon 

2,734 


Accomodatlon: Prolea Hotels 

2,730 

- 

Enlertainmenl: Mayibuye Ma Africa 

2.000 

- 

Transport S.S. Zondi 

8,500 

- 

Enlertainment Faith Shares Music Reunlon 

5,000 

■ 

Catering: Albert Falls Guest Lodge 

5,106 



29,970 

* . 

Total 

520,386 

• 
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APPENDIXA 

uMSHWATHI LOCAt MUNICIPALITY : SCHEDULE OF EXTERNAL LOANS AT 30 JUNE 2009 


EXTERNAL LOANS 

ANNUITY LOAN 

Loan 

Number 

Interest 

rate 

Redeemabte 

Balance at 
2008/06/30 

R 

Recejved 
durlng the 
year 

R 

Redeemed 
or wrltten 
off durlng 
Ihe year 

R 

Balance at 
2009/06/30 

R 

Carrylng 
value of 
property 
plant & equlp. 
R 

F1RST NATIONAL BANK 


Prime less 1 ,00 % 

2018/03/31 

6,631,506 

0 

295,571 

5.335.934 


DEVELOPMENT 8ANK 


9,4 % 


11,795,052 

8,204,948 

1,301,011 

18,698.989 



TOTAL EXTERNAL LOANS 


17.426.557 8,204,948 1.596.582 24.034,923 
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APPENDtX D 


uMSHWATHI LOCAL MUNICIPALITY : SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2009 


2008 

2008 

2008 

2009 

2009 

2009 

Actual 

Actual 

Surplus/ 

Actual 

Actuai 

Surplus/ 

Income 

Expenditure 

(Deftclt) 

Income 

Expenditure (Deficit) 

R 

R 

R 

R 

R 

R 

31,141,447 

39,958,049 

(8,816,602) Executlve and Council 

46,422,505 

32,291,782 

14,130,723 

223,264 

5,632,427 

(5,409,163) Flnance and Admin 

45,552 

10,272,461 

(10.226.899) 

- 

- 

- Planning and Development 



- 

3,752 

557,490 

(553,738) Health 


275,634 

(275,634) 

38,664 

654,729 

(616,165) Communlty & Social Servlces 

27.309 

167,656 

(140,247) 

- 

- 

- Housing 




487,688 

1,307,088 

(819,400) PublicSafety 

185,506 

427,305 

(241,800) 

- 

- 

- Sport and Recreallon 



- 

- 

- 

- Environmentat Protection 



- 

804,267 

1.572.243 

(767,976) Wasle Management 

1,345,547 

697.944 

747,603 

7,639,058 

8.295,686 

(656,527) Road Transport 

8,097,906 

1,991,600 

6,106,306 

2,509,477 

209,772 

2,299.705 Water 



- 

178,210 

0 

119,641 

0 

68,569 Olher 

1,587,816 

1,720,648 

(132,832) 

43,025,727 

58,307,024 

(15,281,297) Sub-total 

67,712,140 

47.744,920 

9,967,220 


Less : Inler deparlmental charges 


43,025,727 S8.307.024 (15,281,297) 


57,712,140 47.744.920 9,967.220 
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Surplus (Deflcit)forUieyear 9,367,220 (1,499,925) 3,856,989 



0 ) ^ 'G 

2 o ^ 

^ JC c 

03 O ^ 

o 

« 2 .^ 

(0 C) 'Q 

5 .E ”0 

J -fc: Q> 

S a ia 


T 3 i 5 i 5 
g (U o 
S ■C' -O 
« (D 0 ) 

m £ 

0^0 


O CN Csi 
O O O 

o h- 
o' <D CO 
O V' T" 
CO ^ 
co co 


w 

_ c 
2 ^ .2 
g -5 « K 

<^H :§ 

< 


o CJ) C 3 ) 
O CN CM 
O CD CD 
o' N fC 
o o o 
co CM m 

N N 



O 

o 

o 

o 


O 

o 

o 

o 


O 

o 

o 

o 


X- 

o" 

o' 



to 

00 

o 

00 



O) 

o 

<J) 




co' 

co' 


•st o 

o o o 

CM 

co 

<0 

00 

o 

CD 

CN 


o 

co 

o 

o'^ 

od' 

o‘ 

co' 

CM 

lO 

co 

o> 


c\r 




m 

N 


o> o o 

g “g 2 Qi 
o c ^ 

CM 3 W 
^ C 
O 
O 


o CO 00 

o o 

CM CM 

cd oo' 

10 lO 
00 00 


<j) <5 

§ I ^ 


o (D CD 
O CM C\J 
O M- 
o“ <J> O) 

9 

00 CO r- 




O CM 

CD CD 

00 

O CD 

CM ^ 

o 

00 O 

o' oo' 

o' 

C 0 “ CM 

lo 00 

O) 

'1 CM 

lO N 


0 ) 

CO 

{/} 




u 

o 

o 









< 



♦3 

o 

co 

T) 

c: 




0 

c 






(0 

CJ) 

c 

0 

0 

*a 

0 




O 




c 

3 

CT 


co 

< 

c 

co 

a> 

0 

0 

c 


’O 

c 

0 ) 

0 



C 

E 

o 

T3 

C 

03 

!§ 

'S 

u. 

0 

4 -' 

s 

’c 

l— 

o 

g 

0 

!c 

o 

CC 3 

0 

o 

o 

o 

o 

l-^ 

o 

!c 

0 

0 

(Q 

4 -» 

o 

O 


QQ 

o 

O 

u. 

q: 


1 - 

< 

> 

o 

H 


80 




81 


[COMMUNITY PARTiCiPATlON 




REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 

LEGISLATURE AND COUNCIL ON THE FINANCIAL STATEMENTS AND 

PERFORMANCE INFORMATION OF UMSHWATHI MUNICIPALITY FOR THE YEAR 

ENDED 30 JUNE 2009 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying financial statements of the uMshwathi Municipality 
which comprise the statement of financial position as at 30 June 2009, the statement of 
financial performance, the statement of changes in net assets and the cash flow 
statement for the year then ended, a summary of significant accounting policies and 
other explanatory notes, as set out on pages 55 to 74. 

The accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the Standards of Generally 
Recognised Accounting Practice (Standards of GRAP) and in the manner required 
by the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 
2003) (MFMA) and for such internai control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

The Auditor-General’s responsibility 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 
read with section 4 of the Pubiic Audit Act, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibiiity is to express an opinion on these 
financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing 
read with General Notice 616 of2008. issued in Government Gazette No. 31057 of 
15 May 2008. Those standards require that 1 comply with ethical requirements and 
plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts 
and disciosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

6. Paragraph 1 1 ef seq. of the Standard of Generally Recognised Accounting Practice, 
GRAP 1: Presentation of Financial Statements requires that financial reporting by 
entities shall provide information on whether resources were obtained and used in 
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accordance with the legally adopted budget. As the budget reporting standard is not 
effective for this financial year, I have determined that my audit of any disclosures 
made by the uMshwathi Municipality in this respect will be limited to reporting on 
non-compliance with this disclosure requirement. 

7. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Opinion 

8. In my opinion the financial statements present fairly, in all material respects, the 
financial position of uMshwathi Municipality as at 30 June 2009 and its financial 
performance and its cash flows for the year then ended, in accordance with 
Standards of GRAP and in the manner required by the MFMA. 

Emphasis of matters 

Without qualifying my opinion, I draw attention to the foliowing matter; 

Irregular expenditure 

9. As disclosed in note 37 to the financial statements, irregular expenditure to the 
amount of R528 385 was incurred as the supply chain management process had 
not been followed. 

Other matters 

Without qualifying my opinion, I draw attention to the following matter that relates to my 

responsibilities in the audit of the financial statements: 

Unaudited supplementary schedules 

10. The municipality provided supplementary information in appendices E1 and E2 to 
the financiai statements on whether resources were obtained and used in 
accordance with the legaily adopted budget as per GRAP 1: Presentation of 
Financial Statements. The supplementary budget information and other 
supplementary information set out on pages 75 to 81 do not form part of the 
financial statements and are presented as additional information. I have not audited 
these schedules and accordingly I do not express an opinion thereon. 

Governance framework 

11. The governance principles that impact the auditor’s opinion on the financial 
statements relate to the responsibilities and practices of the accounting officer and 
executive management and are reflected in the key governance responsibilities 
addressed below; 
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Key governance responsibilities 


12. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of key governance responsibilities, which I have assessed as 
follows: 


No. 

Matter 

Y 

N 

Clear trail of supportlng documentatlon that Is easMy avallable and provlded In a timely manner 

1. 

No significant difficulties were experienced during the audit concerning delays or 
the availabilitv of requested information. 

□ 


Quality of financial statements and reiated management informatlon 

2. 

The financial statements were not subject to any materlal amendments resulting 
from the audit. 


□ 

3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 

□ 


Timeliness of flnanclal statements and management information 

4. 

The annual financial statements were submitted for auditing as per the legisiated 
deadlines, as set out in section 126 of the MFMA. 

□ 


Availability of key officials during audit 

5. 

Key officlals were available throughout the audit process. 

(.:] 


Development of and compliance with risk management, effective internal control and governance 
practlces 

6* 

Audit committee 




• The municipality had an audit committee in operalion throughout the 
financial year 

□ 



• The audil committee operates in accordance wlth approved, written 
terms of reference. 

□ 



• The audit committee substantially fulfilled its responsibilities for the 
year, as set out in section 166(2) of the MFMA. 

□ 


7. 

Internal audit 




• The municipality had an Internal audit function in operation throughout 
the flnancial year 

□ 



♦ The internal audit function operates in terms of an approved internal 
audit plan. 

□ 



• The internal audit function substantially fulfilled its responsibilities for 
the year, as set out in section 165(2) of the MFMA. 

□ 


8. 

There are no slgnificant deficiencies in the design and implementation of jnternal 
control in respect of flnancial and risk management 

□ 
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No. 

Matter 

Y 

N 

9. 

There are no signlficant deficlencies In the design and impfementation of Internal 
control in respect of compliance with appilcable laws and regulations. 

0 


10. 

The information systems were appropriate to facililate the preparation of the 
financial statements. 

□ 


11. 

A risk assessment was conducted on a regular basis and a risk management 
strategy, which includes a fraud prevention plan is documented and used, as set 
out in section 62(1)(c)(i) of the MFMA. 

□ 


12. 

Delegations of responsibility are in place, as set out in section 79 of Ihe MFMA, 

C.) 


Foilow-up of audit findings 

13. 

The prior year audit findings have been substantiaily addressed. 

□ 


14. 

SCOPA/Oversight resolutlons have been substantiaily Impiemented. 

□ 


Issues relating to the reporting of performance information 

15. 

The information systems were approphate to faciiltate the preparation of a 
performance report that is accurate and compiete. 

[3 


16. 

Adequate control processes and procedures are designed and implemented to 
ensure the accuracy and completeness of reported performance information. 


□ 

17. 

A strategic plan was prepared and approved for the financial year under review 
for purposes of monitoring the performance in relation to the budget and delivery 
by the uMshwathi Municipality against its mandate, predetermined objectives, 
outputs, indicators and targets, as set out in section 68 of the MFMA. 

□ 


18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those charged 
wfth governance. 

□ 



13. A clear trail of documents, coupled by the availability of officials, was evident 
throughout the auditing process. However, due to a number of correcting journals 
and disclosure amendments that arose from the audit, the financial statements were 
not of a desired quality. This indicates weaknesses in leadership, supervision and 
monitoring. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on performance information 

14. 1 have reviewed the performance information as set out on pages xx to xx. 

The accounting officer’s responsibility for the performance information 

15. In terms of section 121{3)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the 
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municipality in terms of section 46 of the Local Government: Municipal Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 

The Auditor-General’s responsibility 

16. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of2008, issued in Government Gazette No. 31057 of 15 May 
2008 and section 45 of the MSA. 

17. In terms of the foregoing my engagement included performing procedures of a 
review nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor's judgement. 

18. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the review finding reported below. 

Findings on performance information 

Content of integrated development plan 

19. The integrated development plan of the uMshwathi Municipality did not include the 
performance targets set in terms of its performance management system, as 
required by sections 26(i) and 41(1)(b) of the MSA and regulation 12 of the 
Municipal Planning and Performance Management Regulations, 2001. 

APPRECIATION 

20. The assistance rendered by the staff of the uMshwathi Municipality during the audit 
is sincerely appreciated. 


^UJOTTOK.- 




Pietermaritzburg 
30 November 2009 



auditor-oemeral 

SOUTH AFRICA 

Auo//7fng to build public confidence 
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REPORT OF THE AUDITOR-GENERAL TO THE MUNICIPAL COUNCIL AND 
KWAZULU-NATAL PROVINCIAL LEGISLATURE ON THE FINANCIAL 

STATEMENTS AND PERFORMANCE INFORMATION OF UMSHWATHl 
MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2007 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Umshwathi 
Municipality which comprise the balance sheet as at 30 June 2007, income 
statement and cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes, as set out on pages 6 
to 14. 

Responsibillty of the accounting officer for the financlal statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the basis of accounting 
determined by National Treasury, as set out in accounting policy note 1 to the 
financial statements and in the manner required by the Local Government: 
Municipai Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA). This 
responsibility includes: 

• designing, implementing and maintaining internal control relevant to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error 

• selecting and appiying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibillty of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 
1996 read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) 
(PAA) and section 92 of the Local Government: Municipal Finance Management 
Act, 2003 (Act No. 56 of 2003) (MFMA), my responsibility is to express an 
opinion on these financial statements based on my audit. 

4. I conducted my audit in accordance with the International Standards on Auditing. 
Those standards require that I comply with ethical requlrements and plan and 
perform the audit to obtain reasonable assurance whether the financlal 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected 
depend on the auditor’s judgement, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant 
to the entity's preparation and fair presentation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but 
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not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control. 

6. An audit also includes evaluating the: 

• appropriateness of accounting policies used 

• reasonableness of accounting estimates made by management 

• overall presentation of the financial statements. 

7. Paragraph 11 et seq. of the Statement of Generally Recognised Accounting 
Practice, GRAP 1 Presentation of Financial Statements requires that financial 
reporting by entities shall provide information on whether resources were 
obtained and used in accordance with the legally adopted budget. As the budget 
reporting standard is still in the process of being developed, I have determined 
that my audit of any disclosures made by the Msunduzi Municipality in this 
respect will be limited to reporting on non-compliance with this disclosure 
requirement. 

8. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Basls of accounting 

9. The municipality has not prepared the financial statements on a basis of 
accounting determined by the National Treasury. 

Basis for a qualifled opinion 

Provisions 

10. A recalculation of the provision for bad debts on debtors outstanding for more 
than 90 days (per the summarised age-analysis) was compared to the bad debt 
provision. This comparison indicated that the bad debt provision was understated 
by R7,5 million. 


Other 

11. A materia! casting error amounting to R2 million exists in the prior year’s 
Distributable reserves total. 

Property, plant and equipment 

12. A material difference of R898 000 exists between the fixed asset register and the 
financial statements. Furthermore, the accounting policy for property, plant and 
equipment does not state the depreciation rate and the useful life of each asset 
used to calculate depreciation. 

Receivables 

13. Unsupported balances of R404 000 and (R419 000) were included in debtors. 
Explanations for these balances could not be provided and consequently, I was 
unable to establish their reasonability. 
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Qualified opinion 

14. In my opinion, except for the effects of the matters described in the Basis for 
qualified opinion paragraphs, the financial statements of Umshwathi Municipality 
as at 30 June 2007 and its financial performance and cash flows for the year 
then ended have been prepared, in ali material respects, in accordance with the 
basis of accounting as set out in accounting policy note 1 and in the manner 
required by the MFMA. 

Emphasis of matter 

I draw attention to the following matters: 

Basis of accounting (departures and deviations) 

15. From a review of the financial statements and accounting policy 1 - Basis of 
preparation, it was noted that the municipality has only partly adopted Standards 
of GAMAP. In terms of General Notice 552 of 2007 issued by the Minister of 
Finance, there is no provision forthe partial adoption of the standards, otherthan 
the exemptions permitted by the aforementioned notice. Evidence of 
correspondence from the Department of Finance permitting partial adoption was 
requested, but was not produced for audit purposes. 


OTHERMATTERS 

1 draw attention to the following matters that are anciilary to my responsibilities in the 
audit of the financial statements: 

Non-compliance with appiicabie legislation 

16. Municipal Finance Management Act 

The budget was not tabled at least 90 days before the start of the financial year, 
as required by section 16(2) of the MFMA. 

The municipality did not perform an asset count in the year under audit. in this 
regard, attention is invited to section 63(2)(c) of the MFMA, which states that the 
accounting officer must take all reasonable steps to ensure that the municipality 
has and maintains a system of internal control of assets and liabilities. 

No evidence exists that the accounting officer within 30 days after the end of 
each quarter submitted a copy of the consolidated report of withdrawals reported 
to council to the Auditor-General and provincial treasury, as required by section 
11(4) oftheMFMA. 
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17. Basic Conditions of Employment Act 

It was noted that employees had worked excessive overtime which, in some 
instances, were above 30% of their basic income. This was in contravention of 
section 10 of the Basic Conditions of Employment Act. 

Matters of governance 

18. No disclosure has been made in thefinancial statements for related party 
transactions incurred with councillors during the year. 

Materiai corrections made to the financial statements submitted for audit 

19. The flnancial statements, approved by the accounting officer and submitted for 
audit on 30 August 2007, have been significantly revised in respect of the 
following misstatements identified during the audit: 

• Differences between the general ledger, trial balance and financial 
statements affecting the appropriation account, amounting to R7,7 million 
and R305 000, were corrected. 

• A difference between the trial balance and financial statements affecting 
the cash and cash equivalents, amounting to R1,3 million was corrected. 

• Interest income of R323 000 was reclassified as other income. 

• Investments of R7,6 million was reclassified as current assets, and a 
difference between the trial balance and financial statements affecting the 
investments, amounting to R8 million was corrected. 

• A transaction amounting to R3 million between the asset financing fund 
and the NDR reflected in the financiai statements but not effected in the 
general ledger, was corrected. 

• The asset financing fund was adjusted by R4,4 million from R1 1,2 million 
in order for the fund to be covered by investments. 

• Creditors were adjusted by R698 000 due to credit balances being 
induded in the debtors listing, and a difference between the trial balance 
and financiai statements. 

• Unexpiained adjustments amounting to R5,3 million were made to 
debtors. 

Value-for-money matters 

20. Supply chain management regulations 

Cases exist where the services of suppliers were procurred without complying 
with the SCM policy and with regulation 35 of the SCM regulations. 

Internal control 

21. Section 62(1)(c){i) of the MFMA states that the accounting officer must ensure 
that the municipality has and maintains effective, efficient and transparent 
systems of financial and risk management and internal control. The table below 
depicts the root causes of the matters indicated, as they relate to the five 
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components of internal control. In some instances deficiencies exist in more than 
one internal control component. 


Reporting item 

Controi 

environ- 

ment 

Assess- 
ment of 
risks 

Control 

activities 

information 

and 

communica- 

tion 

Moni- 

toring 

Basis for qualified opinion 

Provisions 



X 


X 

Other 



X 


X 

Property, plant and equipment 



X 


X 

Receivables 



X 


X 

Emphasis of matter 

Basis of accounting 
(departures and deviations) 





X 

Other matters 

Non-compliance with 
applicable laws and 
regulations 

X 





Matters of governance 



X 


X 

Material corrections to the 
financial statements 

X 


X 


X 

Value for money matters 



X 


X 


Unaudited supplementary schedules 

22. The supplementary information set out on pages 15 to 21 does not form part of 
the financial statements and is presented as additional information. I have not 
audited these schedules and, accordingly, I do not express an opinion on them. 


OTHER REPORTING RESPONSIBILITIES 

Reporting on perfoimance Information 

23. I was engaged to audit the performance information. 

Responsibiiity of the accounting officerfor the performance information 

24. In terms of section 121{3)(c) of the MFMA, the annual report of a municipality 
must include the annual performance report of the municipality prepared by the 
municipality in terms of section 46 of the Local Government: Municipal Systems 
Act, 2000 {Act No. 32 of 2000) (MSA). 

Responsibiiity of the Auditor-General 

25. I conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 646 of2007, issued in Govemment Gazette No. 29919 of25 May 
2007 and section 45 of the MSA. 
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26. 


In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the audltor’s judgement. 

27 . I believe that the evidence I have obtained is sufficient and appropriate to provide 
a basis for the audit findings reported below. 

Audit findings (performance infomnation) 

Non-compliance with regulatory requirements 

Process to guide planning, drafting, adoption and review of integrated 

development plan (IDP) 

28. It was established that although ward committee meetings are held in order to 
consult with communities prior to drafting the IDP, no minutes are kept as 
evidence that these meetings in fact took place. 

Setting of key performance indicators 

29. It was established that although the municipality has entered into contracts with 
service providers, no service level agreements have been entered Into informing 
the service providers of the key performance indicators expected. Attention is 
invited to regulation 9(2) of the Local Government: Munidpal Planning and 
Performance Management Regulations, 2001. 

Establishment of a performance management system 

30. It was established that although the municipality has a performance management 
system, this is limited to section 57 employees only. In this regard, your attention 
is invited to sections 38 and 39 of the Local Government: Municipal Systems Act, 
2000 (Act No. 32 of 2000), and regulation 7(1) prescribing the requirements of a 
performance management system. 

Monitoring, measurement and review of performance 

31. It was established that as a result of capacity constraints, the monitoring, 
measurement and review of performance, as required by reguiation 13 of the 
Local Government: Municipal Planning and Performance Management 
Regulations, 2001, was not done. 


APPRECIATiON 

32. The assistance rendered by the staff of the Umshwathi Municipality during the 
audit is sincerely appreciated. 
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OUjsLUru/ 

Pietermaritzburg 
14 December 2007 



auditor-geimeral 
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